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June  30,  1989 


Mr.  Gayle  Franzen,  Chairman 
and  the  Board  of  Directors 
Regional  Transportation  Authority 
One  North  Dearborn 
Suite  1100 
Chicago,  Illinois  60602 


Dear  Mr.  Franzen: 

In  satisfaction  of  Section  4.05  of  the  amended  RTA  Act,  the  Pro  Forma  Combining 
Financial  Report  for  the  fiscal  year  ended  December  31, 1988  is  herewith  submitted.  This 
report  is  intended  to  show  the  combined  financial  position  of  the  RTA  and  the  three  Service 
Boards  -  the  Chicago  Transit  Authority  (CTA);  the  Commuter  Rail  Division  (METRA); 
and  the  Suburban  Bus  Division  (PACE). 

The  report  includes  the  following  statements: 

•  Pro  Forma  Combining  Balance  Sheet 

•  Pro  Forma  Combining  Statement  of  Revenues,  Expenses  and  Expenditures 

•  Pro  Forma  Combining  Statement  of  Changes  in  Public  Investment  and  Fund  Balance 

•  Pro  Forma  Combining  Statement  of  Cash  Flows 

In  addition,  as  part  of  the  notes  to  the  basic  pro  forma  combining  financial  statements,  a 
Pro  Forma  Combining  Region-Wide  Statement  of  Revenues,  Expenses  and  Expenditures 
and  a  Pro  Forma  Combining  Region-Wide  Budgetary  Basis  Statement  of  Revenues  and 
Expenditures  -  Budget  and  Actual  are  presented.  The  purpose  of  these  statements  is  to 
provide  a  total  overview  of  transportation  related  operations  in  the  Northeastern  Illinois 
region. 

The  significant  accomplishments  related  to  fiscal  1988  for  the  region  as  a  whole  include: 

•  The  region-wide  farebox  recovery  ratio  of  53.44%  for  1988  was  .60%  over  1987 
performance  of  52.84%  and  exceeded  the  budgeted  recovery  ratio  by  2.40%. 

•       1988  operating  revenues  of  $533.1  million  represents  an  increase  of  6.19%  over 
1987. 

•  1988  operating  expenses,  excluding  depreciation,  increased  5.66%  over  1987 
operating  expenses. 

•  Sales  tax  revenues  for  1988  increased  to  $418.8  million  from  $386.4  milhon  in  1987 
or  8.38%. 

•  Total  1988  revenues  and  expenses  were  favorable  to  budget  by  2.97%  and  4.29%, 
respectively. 
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Finally,  it  is  imponant  to  note  that  on  a  combining  basis,  the  RTA  and  the  Service  Boards 
completed  1988  in  a  favorable  financial  position.  This  positive  performance  was 
influenced  by  national  and  regional  economic  trends  as  well  as  efforts  by  the  RTA  and  the 
Service  Boards. 

We  look  forward  to  continuing  to  work  with  you  and  the  Board  of  Directors,  and  with  the 
Service  Boards  to  meet  the  challenges  facing  public  transportation  in  this  region. 


Theodore  G.  Weigle,  Jr, 
Executive  Director 


Daniel  R.  Leffers 
Assistant  Executive  Director 
Budget  &  Finance 
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INDEPENDENT  AUDITOR'S  REPORT 


Board  of  Directors 
Regional  Transportation  Authority- 
Chicago,  Illinois 


We  have  audited  the  combined  financial  statements  and  the 
individual  fund  financial  statements  of  the  Regional  Trans- 
portation Authority  (Authority),  the  financial  planning  and 
oversight  agency  for  regional  transit  operations,  as  of  and 
for  the  year  ended  December  31,  1988,  and  have  issued  our 
report  thereon  dated  April  24,  1989.   These  financial 
statements  are  the  responsibility  of  the  Authority's 
management.   Our  responsibility  is  to  express  an  opinion  on 
these  financial  statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally 
accepted  auditing  standards.   Those  standards  require  that 
we  plan  and  perform  the  audit  to  obtain  reasonable  assur- 
ance about  whether  the  financial  statements  are  free  of 
material  misstatement.   An  audit  includes  examining,  on  a 
test  basis,  evidence  supporting  the  amounts  and  disclosures 
in  the  financial  statements.   An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant 
estimates  made  by  management,  as  well  as  evaluating  the 
overall  financial  statement  presentation.   We  believe  that 
our  audit  provides  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  combined  financial  statements  and  the 
individual  fund  financial  statements  referred  to  above 
which  reflect  total  assets  and  revenues  constituting  16% 
and  57%,  respectively,  of  the  proforma  combined  totals  of 
the  Regional  Transportation  Authority;  the  Chicago  Transit 
Authority;  the  Northeast  Illinois  Railroad  Corporation 
(Commuter  Rail  Division);  and  the  Suburban  Bus  Division  - 
PACE,  referred  to  herein  as  the  Service  Boards,  present 
fairly,  in  all  material  respects,  the  financial  position  of 
the  Regional  Transportation  Authority  at  December  31,  1988, 
and  the  results  of  its  operations  for  the  year  then  ended 
in  conformity  with  generally  accepted  accounting  principles 
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As  to  the  financial  statements  of  the  Chicago  Transit 
Authority,  the  Northeast  Illinois  Railroad  Corporation 
(Commuter  Rail  Division),  and  the  Suburban  Bus  Division  - 
PACE  (the  Service  Boards),  we  were  furnished  with  the 
reports  of  other  auditors  on  their  audits  for  1988.   The 
auditors'  reports  on  the  Service  Boards  were  unqualified. 

We  have  checked,  as  to  compilation  only,  the  proforma  com- 
bining balance  sheet  of  the  Regional  Transportation  Author- 
ity and  the  Service  Boards  as  of  December  31,  1988,  the 
proforma  combining  statement  of  revenues,  expenses  and 
expenditures,  the  proforma  combining  statement  of  changes 
in  public  investment  and  fund  balance  and  the  proforma  com- 
bining statement  of  cash  flows  for  the  year  then  ended.   In 
our  opinion,  based  on  our  audit  and  on  the  reports  of  the 
other  auditors,  the  proforma  combining  financial  statements 
referred  to  above  have  been  properly  compiled  on  the  basis 
described  therein. 
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REGIONAL  TRANSPORTATION   AUTHORITY 

AND   SERVICE   BOARDS 
PRO  FORMA    COMBINING    BALANCE  SHEET 
DECEMBER  31,  1988 
(In  thousands) 


Current  Assets: 
Cash  and  Investments: 
Restricted 
Unrestricted 

Receivables: 

Sales  tax 

Interest  on  sales  tax 

Intcicst  on  investment 

Interagency  receivables 

Due  fiom  other  funds 

Due  from  CRD 

Other  receivables 

Grant  projects 

Financial  assistance  -  RTA 

Other  carriers 
Materials  and  supplies 
Prepaid  expenses 
Deferred  charges 

Total  Current  Assets 

Fixed  Assets: 

Plant,  property  and  equipment 
Less:  accumulated  depreciation 
Construction  in  progress 
Total  Fixed  Assets 

Other  Assets: 

Investment  relating  to  employee 

benefit  plans 
Other 

Amount  available  in  debt  service  fund 
Amount  to  be  provided  for  retirement 

of  general  long-term  debt 

Total  Other  Assets 

TOTAL  ASSETS 


RTA 

CHICAGO 

COMMUTER 

SUBURBAN 

COMBINING 

PRO  FORMA 

COMBINED 

TRANSIT 

RAIL 

BUS 

ADJUSTMENTS 

COMBINED 

FUNDS 

AUTHORITY 

DIVISION 

DIVISION 

DEBIT        CREDIT 

BALANCE 

$121381 

$53,644 

$3,601 

$178,626 

53,989 

17336 

$60,774 

13,928 

146,027 

82,266 

82,266 

257 

257 

3,003 

3,003 

647 

$647 

0 

%2 

%2 

52,200 

52,200 

0 

527 

8,509 

4,647 

863 

219 

14327 

12330 

15,962 

1300 

29,792 

36,780 

26,443 

9,012 

72,235 

0 

2,538 

36 

2374 

51,295 

5,095 

2,827 

59,217 

65 

2398 

514 

310 

337 

587 

587 

3153«4 

182,492 

1 15,973 

31,877 

0        125301 

520,925 

2,766 

1323,933 

707,133 

128,818 

2362,650 

(533,296) 

(147,451) 

(47,425) 

(728,172) 

6,935 
566,617 

6,980 
88373 

13,915 

2,766 

990,637 

0                  0 

1,648393 

92,688 

4,644 

97332 

4,466 

4,466 

19,608 

19,608 

46,072 

46,072 

65,680 

§7,1 54 

4,644 

0 

0                  0 

167,478 

$384330 

$1,270,283 

$687,234 

$120,250 

0      $125301 

$2336,796 

The  accompanying  notes  to  the  pro  forma  combining  financial  statements  and  financial  statements  of  the  Regional  Transportation  Authority,  Chicago 
Transit  Authority,  Northeast  Illinois  Railroad  Corporation  (Commuter  P^il  Division),  and  the  Suburban  Bus  Division-Pace  and  the  respective 
independent  auditor's  reports  thereon,  are  an  integral  part  of  this  statement. 


REGIONAL  TRANSPORTATION   AUTHORITY 

AND   SERVICE   BOARDS 
PRO  FORMA    COMBINING    BALANCE  SHEET 
DECEMBER  31,  1988 
(In  thousands) 


LIABILITIES,  PUBLIC  INVESTMENT 
&  FUND  EQUITY 

Current  Liabilities: 
Vouchers  Payable 
Payable  to  Service  Boards: 

Operating  assistance 

Capital  grants 

Sales  tax 

Interest  on  sales  tax 
Due  to  other  funds 
Accrued  other  expenses 
Claims   liability 
Deferred  operating  assistance 
Deferred  revenue 
Current  portion  of  injury 

and  damage  reserve 
Advance,  deposit  and  other  liabilities 
Interagency  payables 
Financial  assistance  to  other  carriers 
Current  obligation  -  RTA 

Total  Current  Liabilities 

Long-Term  Liabilities: 
General  Obligation  Series  1987  Notes 
General  Obligation  Series  1986  Bonds 
Deferred  operating  assistance 
Injury  and  damage  reserve 
Employees'  deferred  compensation  plan 
Accrued  payroll  and  related  expenses 
Accrued  pension  cost 
Long-term  obligation  -  RTA 
Other  long-term  liabilities 
Total  Long-Term  Liabilities 

Total   Liabilities 

Public  Investment  and  Fund  Equity: 
Contributed  Capital 
Investment  in  general  fixed  assets 
Retained  earnings 
Fund  Balance; 

Reserved  for  87  and  prior  budgeted 
capital 

Reserved  for  88  budgeted  capital 

Reserved  for  debt  service 

Available  for  current  appropriations 
Public  Investment,  net  of  depreciation 
Accumulated  deficit 

Total  I*ublic  Investment  and  Fund  Equity 

TOTAL  LIABILITIES,  PUBLIC  INVESTMENT 
AND  FUND  EQUITY 


RTA 

CHICAGO 

COMMUTER 

SUBURBAN 

COMBINED 

TRANsrr 

RAIL 

BUS 

FUNDS 

AUTHORITY 

DIVISION 

DIVISION 

COMBINING 
ADJUSTMENTS 

~nmr — CKrorr 


$5,730 


PRO  FORMA 
COMBINED 
BALANCE 


$64,143 


281 

$281 

0 

2,203 

2;203 

0 

69,926 

69,926 

0 

219 

219 

0 

962 

962 

991 

57,939 

14,190 

1,793 

74,913 

3,490 

18,559 
3,0% 

9,960 
12,473 

2,148 

537 
13,580 

1,717 

800 
421 

18,559 

800 
13380 

3,490 

0 

5,244 

11,677 
12,473 

0 
958 

0 

7ii,Mr 

141,694 

4^,0^6 

10,461 

i05,5^ 

0 

i73,S«) 

32,200 

32,200 

33,480 

109 

109 

33,480 
0 

38,437 

14,608 

3,136 

56,181 

92,688 

4,644 

97332 

10,088 

10,088 

114,710 

38,620 

38,620 

114,710 
0 

8,769 
J64,(i9j       • 

8,769 

65,i^ 

57,872 

5,545 

58,755 

0 

555,7^ 

143,887 

406,386 

106,938 

13,706 

144,297 

0 

526,620 

41,000 

1,012,700 

1,053700 

2,766 

2,766 

242 

242 

59,512 

59312 

67,492 

67,492 

51,808 

51,808 

17,623 

17,623 

580,296 

106344 

501339 

520335 

705,836 

(148,803) 

fw;5,§^    ■ 

<1 48,803) 

54(5,445 

ist),id6 

10^,544 

501,559 

550,555 

lM(),\76 

$384,330 

$1,270,283 

$68734 

$120,250 

$645,836 

$520335 

$2336,7% 

Tlic  accompanying  notes  to  the  pro  forma  combining  financial  statements  and  financial  statements  of  the  Regional  Trarisportation  Authority,  Chicago 
Transit  Autliorit)',  Northeast  Illinois  Railroad  Corporation  (Commuter  Rail  Division),  and  the  Suburban  Bus  Division-Pace  and  the  respective 
independent  auditor's  reports  thereon,  are  an  integral  part  of  this  statement. 


REGIONAL  TRANSPORTATION  AUTHORITY 

AND  SERVICE  BOARDS 

PRO  FORMA    COMBINING    STATEMENT  OF  REVENUES 

EXPENSES  AND  EXPENDITURES 

FOR  THE  FISCAL  YEAR  ENDED  DECEMBER  31, 1988 

(In  thousands) 


Passenger  fares 
Charter  services 
Other 

Local  government  contributions 
RTA  financial  assistance 
Sales  taxes 
Interest  on  sales  taxes 
Federal  operating  assistance 
PTF 

Investment  income 
Other  grants  and  reimbursements 
Total  Revenues 

EXPENDITURES: 
Operating  expenses 
Depreciation 

Operating  grants  to  Service  Boards 
Capital  grants  to  Service  Boards 
Sales  tax  interest  to  Service  Boards 
Administration 
Non-Administration 
Debt  Service 
Fixed  assets  additioi^s 
Prior  year  funding  adjustment 
Total  Expenditures 

Net  Revenues  (Expenditures) 
Before  Depreciation  Exclusion 

Depreciation  exclusion 


RTA 

CHICAGO 

COMMUTER 

SUBURBAN 

COMBINING 

PRO  FORMA 

COMBINED 

TRANSIT 

RAIL 

BUS 

ADJUSTMENTS 

COMBINED 

FUNDS 

AUTHORITY 

DIVISION 

DIVISION 

I5K151T 

CREDIT 

BALANCE 

$323,647 

$60,313 

$11312 

$395,272 

415 

415 

13,294 

15,763 

2,601 

$1,067 

30,591 

5,000 

5,000 

311,308 

139,529 

49,635 

500,472 

0 

$418,752 

418,752 

1,255 

1,255 

48,848 

48348 

102,701 

102,701 

11369 

11369 

1,030 

1,030 

584,155 

653,664 

215,605 

63348 

501339 

0 

1,015,433 

663,164 

180;224 

62,676 

906,064 

56,821 

27,756 

9,425 

94,002 

484,762 

484,762 

0 

30,184 

12347 

17337 

1,067 

1,067 

0 

4,744 

4,744 

4,755 

4,755 

28,623 

28,623 

358 

358 

170 

170 
498346 

0 

554,te5 

?\mi 

207,980 
7,625 

75,i0i 
(8,553) 

0 
501339 

i,0K,5§5 

29,492 

(66,321) 

(40,950) 

52,743 

27,756 

9,425 

89,924 

NET  REVENUES  (EXPENDITURES) 


(513,578) 


$35381 


$501339       $498346 


$48,974 


The  accompanying  notes  to  the  pro  forma  combining  financial  statements  and  financial  statements  of  the  Regional  Transportation  Authority,  Chicago 
Transit  Authority,  Northeast  Illinois  Railroad  Corporation  (Commuter  Rail  Division),  and  the  Suburban  Bus  Division-Pace  and  the  respective 
independent  auditor's  reports  thereon,  are  an  integral  part  of  this  statement. 


REGIONAL  TRANSPORTATION  AUTHORITY 

AND   SERVICE   BOARDS 

PRO  FORMA   COMBINING    STATEMENT  OF  CHANGES 

IN  PUBLIC  INVESTMENT  AND  FUND  BALANCE 

FOR  THE  nSCAL  YEAR  ENDED  DECMEBER  31, 1988 

(In  thousands) 


BALANCE  AT  DECEMBER  31, 1987 

Net  revenues  (expenditures) 

excluding  depreciation 
Additions  to  general  fixed  assets 
Fixed  assets  disposed 
Combining  adjustments  to  public 

investment,  net  of  depreciation 

Contributed  capital-grant  assets: 
Urban  Mass  Transportation  Administration 
Illinois  Department  of  Transportation 
Regional  Transportation  Authority 

Current  year  depreciation  on  capital 
grant  assets 

Current  year  depreciation  on  other 
capital  assets 


RTA 

COMBINED 

FUNDS 

CHICAGO 

TRANSIT 

AUTHORITY 

COMMUTER 

RAIL 

DIVISION 

SUBURBAN 

BUS 
DIVISION 

COMBINING 

ADJUSTMENTS 

DEBIT         CREDIT 

PRO  FORMA 
COMBINED 
BALANCE 

$210,643 

$90U36 

$513,121 

$93367 

$1,718,467 

29,492 

358 
(50) 

(13,578) 

35,381 

872 
(1,170) 

$501,539       $498346 
22,189 

48,974 

358 

(1,220) 

22,189 

27,123 
4,102 
4,657 

42,604 
10,145 
6,801 

22,900 

92,627 
14,247 
11,458 

(27,194) 


(27,194) 


(52,743) 


(9,425) 


Prior  period  adjustment 
BALANCE  AT  DECEMBER  31, 1988 


(7,000) 


$863,897 


$5803>6 


$106344 


$501339       $520335 


(7,000) 


The  accompanying  notes  to  the  pro  forma  combining  financial  statements  and  financial  statements  of  the  Regional  Transportahon  Authority,  Chicago 
Transit  Authority,  Northeast  Illinois  Railroad  Corporation  (Commuter  Rail  Division),  and  the  Suburban  Bus  Division-Pace  and  the  respective 
independent  auditor's  reports  thereon,  are  an  integral  part  of  this  statement 


REGIONAL  TRANSPORTATION  AUTHORITY 

AND  SERVICE  BOARDS 

PRO  FORMA  COMBINING  STATEMENT  OF  CASH  FLOWS 

FOR  THE  FISCAL  YEAR  ENDED  DECEMBER  31, 1988 

On  thousands) 


CASH  FLOWS  FROM  OPERATIONS: 

Net  revenues  (expenses)  - 

before  financial  assistance 
Reconciling  adjustments: 

Depreciation 

Amortization 

Provision  for  claims 

Capital  improvements 

Settlement  of  claims 

Changes  in  assets  and  liabilities: 

Decrease  (Increase)  in  accounts  receivable 
Inaease  in  materials  and  supplies 
Decrease  Gncrease)  in  prepaid  expenses 
(Decrease)  Increase  in  accounts  payable 
Decrease  in  due  City  of  Chicago 
Decrease  in  advances  and  deposits 
Decrease  in  financial  assistance  advances 

to  carriers 
(Decrease)  Increase  in  accrued  expenses 
Increase  in  accrued  pension  costs 
(Decrease)  Increase  in  financial  assistance 

payable  -  other  carriers 
(Decrease)  Increase  in  deferred  revenues 

Total  reconciling  adjustments 

Net  cash  provided  by  (used  in)  operating 
activities 

CASH  FLOWS  FROM  CAPITAL  AND  RELATED 
FLVANCING  ACTIVITIES: 
Contributed  capital 
Financial  assistance  -  operating 
Increase  in  accounts  receivable 

financial  assistance  -  RTA 
Financial  assistance  -  grant  projects 
(Increase)  in  account  receivable  - 

grant  projects 
Capital  grant  additions 
Other  capital  improvements 
Increase  in  other  long-term  liabilities 
Other 

Net  cash  provided  by  capital  and 
related  financing  activities 


Net  increase  (decrease)  in  cash  and  temporary 

investment 
Cash  and  temporary  investments  at 

beginning  of  year 

Cash  and  temporary  investments  at 
end  of  year 


RTA 

JOINT  SELF 

INSURANCE 

FUND 


CHICAGO 

COMMUTER 

SirSURBAN 

PRO  FORMA 

TRANSIT 

RAIL 

BUS 

COMBINED 

AUTHORITY 

DIVISION 

DIVISION 

BALANCE 

($377,630) 

($131,904) 

($58,188) 

($567372) 

56,822 

27,756 

9,425 

94W3 
138 

1,920 

4,621 

1,616 

8,157 

685 

685 

(5304) 

(5304) 

7,173 

2371 

1,642 

11XV43 

(1309) 

(786) 

(98) 

G,193) 

G3) 

9 

(64) 

(6,501) 

(5384) 

3,067 

(9,243) 

(12/100) 

(12/400) 

(664) 

(664) 

303 

303 

1378 

Q83) 

1,095 

11,836 

11336 

G325) 

253 

(2372) 

(2/499) 

94 

(376) 

(2,781) 

54378 

22.033 

15358 

92,039 

(42,630) 


311308 

139329 

49335 

2300 
500/472 

35382 

0,997) 
58336 

22,900 

a,997) 
117,618 

05,721) 

(971) 
(68334) 

(25311) 

(971) 
(129366) 

1,750 
(692) 

(685) 

(29) 
46395 

(685) 
1,750 
(721) 

312327 

125,178 

487,100 

(10725) 

15307 

435 

11367 

81705 

45/467 

13,264 

178,112 

The  accompanying  notes  to  the  pro  froma  combining  financial  statements  and  fir,ancial  statements  of  the  Regional  Transportation  Authority,  Chicago 
Transit  Authority,  Northeast  Illinois  Railroad  Corporation  (Commuter  Rail  Division),  and  the  Suburban  Bus  Division-Pace  and  the  respedive 
independent  auditors  reports  thereon,  are  an  inlergral  part  of  this  statement 


Regional  Transportation  Authority 

and  Service  Boards 

Notes  to    Pro  Forma  Combining  Financial  Statements 

For  the  Fiscal  Year  Ended  December  31,  1988 


Note  1  -  Reporting  Entity  and  Region-Wide  Information 

The  RTA  Act,  as  amended,  states  that  the  RTA  shall  "prepare  a  complete  and  detailed  report 
consolidating  the  audits  of  the  Service  Boards  and  reviewing  the  state  of  the  Authority,  the 
Service  Boards,  and  of  the  public  transportation  provided  by  the  various  Service  Boards  and 
transportation  agencies.  The  report  shall  include  evaluations  of  public  transportation  in  the 
metropolitan  region  and  of  the  Authority's  activities,  the  financial  statements  of  the  Authority 
and  the  Service  Boards'  revenues  and  expenditures  for  such  year  and  of  their  assets  and 
liabilities,  which  financial  statements  shall  have  been  audited  by  an  independent  certified  public 
accountant." 

The  pro  forma  combining  balance  sheet;  pro  forma  combining  statement  of  revenues, 
expenses,  and  expenditures;  pro  forma  combining  statement  of  changes  in  public  investment 
and  fund  balance;  and  the  pro  forma  combining  statement  of  cash  flows  combine  the  audited 
financial  statements  of  RTA  and  the  three  Service  Boards. 

"Codification  of  Governmental  Accounting  and  Financial  Reporting  Standards"  published  by 
the  Governmental  Accounting  Standards  Board  (GASB)  provides  for  the  preparation  of 
General  Purpose  Financial  Statements  (GPFS)  to  describe  a  more  general  reporting  entity  focus 
presenting  aggregate  data  by  fund  type  and  account  group.  In  the  case  of  the  RTA,  such  GPFS 
take  the  form  of  pro  forma  combining  statements  of  financial  position,  results  of  operations, 
changes  in  public  investment  and  fund  balance  and  cash  flows.  As  discussed  in  Note  1  to  the 
Regional  Transportation  Authority's  Comprehensive  Annual  Financial  Report  for  the  Fiscal 
Year  Ended  December  31,  1988,  the  RTA  and  the  three  Service  Boards  are  defined  as  four 
unique  legal  entities  for  purposes  of  statement  presentation  as  described  by  Section  2100, 
"Defining  the  Reporting  Entity"  of  "Codification  of  Governments  Accounting  and  Financial 
Reporting  Standards"  published  by  GASB.  However,  in  order  to  satisfy  the  requirements  of 
the  RTA  Act  as  described  above,  these  pro  forma  statements  have  been  prepared  in  accordance 
with  generally  accepted  accounting  principles,  as  applicable  to  government  units,  and  combine 
the  audited  results  of  the  RTA  and  the  three  Service  Boards.  This  combination  of  the  separate 
entities  does  not  represent  a  governmental  reporting  entity  for  purposes  of  financial  reporting  in 
accordance  with  governmental  accounting  and  reporting  standards. 

The  combined  audited  statements,  however,  do  not  include  the  total  region-wide  results  of 
operations  and  financial  positions  of  the  three  Service  Boards.  The  audited  statements  exclude 
the  results  of  operations  of  transportation  providers  for  which  the  Service  Boards  have 
purchase  of  service  contracts  or  other  contracts. 

Hence,  in  order  to  provide  a  total  overview  in  compliance  with  the  RTA  Act,  the  region-wide 
financial  information  presented  in  Note  3  to  the  pro  forma  combining  financial  statements, 
includes  a  pro  forma  combining  region-wide  statement  of  revenues,  expenses  and 
expenditures  and  a  pro  forma  combining  region-wide  budgetary  basis  statement  of  revenues 
and  expenditures  -  budget  and  actual.  These  statements  provide  an  overview  of  the  region  as  a 
whole  at  the  aggregate  level  and  includes  total  revenues  and  expenses  applicable  to 
transportation  providers  for  which  the  Service  Boards  have  purchase  of  service  contracts  or 


other  contracts.  Therefore,  these  statements  have  incorporated,  within  each  Service  Board,  the 
total  service  provided  by  each  entity.  For  the  Commuter  Rail  Division  and  the  Suburban  Bus 
Division  this  has  required  the  combination  of  their  basic  financial  statements  and  the  audited 
supplemental  information  as  presented  in  their  annual  reports. 

In  the  case  of  the  Commuter  Rail  Division  (CRD),  the  operating  and  reporting  entity  is  the 
Northeast  Illinois  Railroad  Corporation  (NIRC),  for  which  financial  statements  are  included 
herein.  The  NIRC,  which  was  established  in  1980,  is  responsible  for  the  operation  and 
management  of  the  commuter  services  of  the  Rock  Island,  Milwaukee  Road  and  beginning  in 
May  1987,  the  former  Illinois  Central  Gulf  commuter  rail  lines.  With  the  RTA  reorganization 
in  1984,  the  NIRC  assumed  additional  responsibility  for  the  administration  of  all  commuter  rail 
activities  in  the  metropolitan  Chicago  area.  However,  for  operations  arising  from  purchase  of 
service  agreements  with  the  railroads  as  described  in  Note  1  to  the  NIRC  financial  statements, 
only  net  operating  deficit  funding  expenses  are  reported.  Therefore,  in  order  to  describe  the 
results  of  operations  for  the  region  as  a  whole,  the  purchase  of  service  net  figures  were 
replaced  with  the  supplemental  information  included  in  the  audit  report  which  describes  both 
revenues  and  expenses  for  all  commuter  rail  services. 

The  Suburban  Bus  Division(SBD)  -  PACE,  was  created  in  1984  with  the  reorganization  of  the 
RTA.  The  basic  financial  statements  of  PACE  include  only  those  suburban  bus  carriers  which 
PACE  directly  operates.  Similar  to  the  case  of  NIRC,  supplemental  revenues  and  expenses,  as 
described  in  the  PACE  financial  statements,  were  substituted  for  purchase  of  service  and 
contract  net  operating  deficit  amounts  for  suburban  bus  service  not  direcdy  operated  by  PACE. 

The  title  to  roadway  and  structure  assets  of  the  carriers  which  provide  service  for  NIRC  and 
PACE,  other  than  capital  improvements  funded  by  Federal  and  State  grants,  is  vested  with  the 
carriers  and,  accordingly,  such  assets  are  not  reflected  in  the  pro  forma  combining  financial 
statements. 

Note  2  -  Significant  Accounting  Policies 

A.  Fund  Accounting 

The  RTA  maintains  its  records  using  a  governmental  fund  accounting  model  consisting  of 
a  General  Fund,  a  Debt  Service  Fund,  a  Joint  Self-Insurance  Fund,  and  an  Agency  Fund. 
Fixed  asset  transactions  are  accounted  for  in  the  General  Fixed  Assets  Account  Group. 
Long  term  liabilities  are  accounted  for  in  the  General  Long-Term  Debt  Account  Group. 
For  the  purpose  of  these  pro  forma  statements,  all  RTA  funds  are  combined,  where 
appropriate.  The  Service  Boards  are  considered  to  be  enterprise  funds.  Accordingly  the 
accrual  method  of  accounting  is  utilized  by  the  Service  Boards.  For  purposes  of  these  pro 
forma  combining  financial  statements.  Service  Board  financial  statements  are  combined 
with  those  of  the  RTA. 

B.  Combining  Adjustments 

Inter-agency  receivables,  payables,  revenues,  expenses  and  expenditures  have  been 
eliminated  in  accordance  with  generally  accepted  accounting  principles.  There  are  some 
differences  in  these  amounts  reported  in  the  stand-alone  financial  statements  of  the  RTA 
and  the  Service  Boards.  The  primary  reasons  for  the  differences  are  valid  alternative 
positions  taken  in  the  accounting  treatment  for  various  transactions  and  differences  in 
timing  in  the  recording  of  certain  transactions.  For  purposes  of  these  pro  forma 
combining  financial  statements,  such  differences  are  recorded  as  combining  adjustments 
to  public  investment. 


C.      Sales  Taxes 


Sales  Taxes  are  allocated  in  accordance  with  the  amended  RTA  Act.  The  Act  states  that 
"After  withholding  15%  of  the  proceeds  of  any  tax  imposed  by  the  Authority"  (Sales 
Tax)  "the  Board  shall  allocate  the  proceeds  remaining  to  the  Service  Boards  as  follows: 


CTA 
SBD 
CRD 


Collected 
Within 
Chicago 

100% 


100% 


Collected  Within 
Cook  County, 
Outside  Chicago 

30% 

15% 
J5% 
100% 


Collected  in  DuPage 
Kane,  Lake,  McHenry, 
and  Will  Counties 


30% 
J0% 
100% 


The  amended  RTA  Act  further  provides  that  as  soon  as  practicable  after  the  Authority 
receives  payment  of  the  proceeds  of  taxes  levied  by  the  Authority,  the  Authority  will 
transfer  to  each  Service  Board  the  amount  to  which  it  is  entitled. 

The  RTA  in  accordance  with  the  Act  as  amended,  is  a  custodian  or  "agent"  for  85%  of 
retailers'  occupation  and  use  taxes  (sales  taxes)  collected,  and  must  pass  these  taxes 
directly  to  the  Service  Boards  according  to  the  mandated  formula  shown  above. 
Therefore,  the  RTA  may  recognize  as  a  receivable  and  revenue  in  its  General  Fund  only 
the  15%  of  the  total  sales  taxes  collected  to  which  the  amended  Act  entides  it.  The  criteria 
applied  for  recognition  of  the  receivables  and  related  revenue  is  that  the  amounts  are 
"measurable  and  available"  to  meet  current  obligations. 

For  more  detailed  discussion  of  each  entities'  significant  accounting  policies,  please  refer 
to  the  notes  accompanying  the  individual  financial  statements  for  the  RTA  and  the  Service 
Boards. 


Note  3  -  Other  Pro  Forma  Information  Hlnaudifed^ 

The  RTA  Act,  as  amended,  requires  that  the  aggregate  of  all  system  generated  revenues  equal 
at  least  50%  of  the  aggregate  costs  of  providing  such  public  transportation.  This  concept  is 
described  as  the  "system  generated  revenues  recovery  ratio". 

The  primary  financial  statements  of  the  RTA  and  the  Service  Boards  used  to  prepare  the  pro 
forma  combining  statements  of  revenues  and  expenditures  do  not  include  the  aggregate  of 
system  generated  revenues  and  costs.  The  pro  forma  combining  region-wide  statement  of 
revenues  and  expenditures  does  include  the  aggregate  of  all  system  revenues  and  costs. 
However,  the  Act  modifies  generally  accepted  accounting  principles  to  add  and  exclude  certain 
revenues  and  expenses  from  the  calculation  of  the  region-wide  system  generated  revenues 
recovery  ratio. 
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For  1988,  the  region-wide  system  generated  revenues  recovery  ratio  is  calculated  as  follows: 

1988 
(in  thousands) 
System  Generated  Revenues: 

CTA  $342,356 

METRA  157,153 

PACE  22,609 

RTA  9.969 

Total  System  Generated  Revenues  $532,087 


System  Operating  Expenses: 

CTA  $653,664 

METRA  258,850 

PACE  71,150 

RTA  11.999 

Total  System  Generated  Expenses  $995,663 

Total  system  generated  revenues  recovery  ratio  equals  total  revenues  of  $532.1  million  divided 
by  total  expenses  of  $995.7,  or  53.44%. 


11 


REGION-WIDE  FINANCIAL  INFORMATION 


As  discussed  in  Note  1,  RTA  management  has  elected  to  present  certain  region- wide  financial 
information.  The  purpose  of  this  information  is  to  provide  a  total  overview  of  transportation 
related  operations  in  Northeast  Illinois  region.  Accordingly,  this  region-wide  information  is 
presented  on  the  following  two  pages  in  a  pro  forma  combining  region-wide  statement  of 
revenues,  expenses  and  expenditures  and  a  pro  forma  combining  region-wide  budgetary  basis 
statement  of  revenues  and  expenditures-budget  and  actual. 
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REGIONAL  TRANSPORTATION   AUTHORmr 

AND   SERVICE   BOARDS 

PRO  FORMA    COMBINING    REGION-WIDE  STATEMENT  OF  REVENUES 

mi'LIUatA  AND  EXPENDITURES 

FOR  THE  FISCAL  YEAR  ENDED  DECEMBER  31,  1988 

(In  thousands) 


REVENUES: 


RTA  CHICAGO 

COMBINED  TRANSIT 

FUNDS  AUTHORITY 


COMMUTER 

RAIL 

DIVISION 


SUBURBAN 

BUS 
DIVISION 


COMBINING 

ADJUSTMENTS 

DEBIT         CREDIT 


PRO  FORMA 
COMBINED 
BALANCE 


Passenger  fares 

$323,647 

$140,671 

$20,758 

$485,076 

Charter  services 

415 

415 

Other 

13,294 

16,482 

2375 

$1,067 

31,084 

Local  government  contributions 

5,000 

5,000 

RTA  financial  assistance 

311,308 

139,529 

49,635 

500,472 

0 

Sales  taxes 

$418,752 

418,752 

Interest  on  sales  taxes 

1,255 

1,255 

Federal  operating  assistance 

48,848 

48348 

PTF 

102,701 

102,701 

Investment  income 

11,569 

11369 

Other  grants  and  reimbursements 

1,030 
584,155 

1,030 

Total  Revenues 

653,664 

2%,682 

72,768 

501339 

0 

1,105.730 

EXPENDITURES: 

Operating  expenses 

663,164 

261301 

71396 

9%361 

Depreciation 

56,821 

27,756 

9,425 

94,002 

Operating  grants  to  Service  Boards 

484,762 

484762 

0 

Capital  grants  to  Service  Boards 

30,184 

12347 

17337 

Sales  tax  interest  to  Service  Boards 

1,067 

l/)67 

0 

Administration 

4,744 

4,744 

Non-Administration 

4,755 

4,755 

Debt  Service 

28,623 

28,623 

Fixed  assets  additior\s 

358 

358 

Prior  year  funding  adjustment 

170 

554,665 

170 
498346 

0 

Total  Expenditures 

7i§,^S5 

289,057 

6i,32i 

0 

\,\46,66b 

Net  Revenues  (Expenditures) 

Before  Depreciation  Exclusion 

29,492 

(66,321) 

7,625 

(8,553) 

501339 

498346 

(40,950) 

Depreciation  exclusion 

52,743 

27,756 

9,425 

89,924 

NET  REVENUES  (EXPENDITURES) 


$29,492 


$35381 


$501339       $498346 


REGIONAL  TRANSPORTATION   AUTHORITY 

AND   SERVICE  BOARDS 

PRO  FORMA    COMBINING    REGION-WIDE  BUDGETARY  BASIS  STATEMENT 

OF  REVENUES  AND  EXPENDITURES  -  BUDGET  AND  ACTUAL 

FOR  THE  nSCAL  YEAR  ENDED  DECEMBER  31,  1988 

(In  thousands) 


RTA  CHICAGO 

COMBINED  TRANSIT 

FUNDS  AUTHORITY 


Passenger  fares 

Charter  services 

Other 

LtK:al  go\-erTUTient  contnbutioz\s 

KTA  financial  assistance 

Sales  taxes 

Interest  on  sales  taxes 

Federal  operating  assistance 

ITF 

Investment  income 

Other  grants  and  reimbursements 

Total  Revenues 


$418,752 
1,255 
48,848 
102,701 
11369 
1,030 

5M,i5S 


5323,647 

415 

13,294 

5,000 

311308 


COMMUTER 

RAIL 

DIVISION 

$140,671 

16,482 

139329 


i^b.iii. 


SUBURBAN 

BUS 

DIVISION 

$20,758 

Z375 

49,635 


"TZTST 


COMBINING 
ADJUSTMENTS 
DEBIT 


CREDIT 


$1,067 
500,472 


501339 


PRO  FORMA 

FRO  FORMA 

COMBINED 

REGION-WIDE 

BALANCE 

BUDGET 

$485,076 

$494,721 

415 

31,084 

5,000 

0 

418,752 

417,998 

1,255 

48,848 

48,848 

102,701 

lOZOOO 

11369 

10,000 

1,030 

227 

i,i6S,7M 


WXfi* 


EXPENDITURES: 

Operating  expenses  663,164 

Depreciation  AJ07S 

Operating  grants  to  Service  Boards  484,762 

Capital  grants  to  Service  Boards  30,184 

Sales  tax  interest  to  Service  Boards  1,067 

Administration  4,744 

Non-Administration  4,755 

Debt  Service  28,623 

Fixed  assets  additions  358 

Prior  year  fimding  adjustment  17D 

Total  Expend!  tiu-es  $554,663               $667,242 


25^850 
2,451 


71,896 
9,425 


$81,321 


993,910 

980,885 

15,954 

2:122 

484,762 

0 

12347 

17337 

80,931 

1,067 

0 

4,744 

4,996 

4,755 

7,249 

28,623 

36,850 

358 

900 

17D 

0 

$458346 


$1,066,181 


il,ll5,*35 


Rcsional 

IVamportation 

Authority 
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Letter  Of  Transmittal 


Mr.  Gaylc  Franzcn 

Chairman 

Regional  Transportation  Authority 


The  comprehensive  annual  financial  report  of  the  Regional  Transportation  Authority  (RTA)  for  the  fiscal 
year  ended  December  31,  1988  is  hereby  submitted.  Responsibility  for  both  the  accuracy  of  the  data,  and 
the  completeness  and  fairness  of  the  presentation,  including  all  disclosures,  rests  with  the  RTA.  To  the  best 
of  our  knowledge  and  belief,  the  enclosed  data  are  accurate  in  all  material  respects  and  are  reported  in  a 
manner  designed  to  present  fairly  the  financial  position  and  results  of  operations  of  the  various  funds  and 
account  groups  of  the  RTA.  All  disclosures  necessary  to  enable  the  reader  to  gain  an  understanding  of  the 
RTA's  financial  activities  have  been  included. 

The  comprehensive  annual  financial  report  is  presented  in  three  sections:  financial,  supplemental  and 
statistical.  The  financial  section  includes  the  general  purpose  financial  statements  and  the  combining  and 
individual  fiind  and  account  group  financial  statements  and  schedules,  as  well  as  the  auditor's  report  on  the 
financial  statements  and  schedules.  The  supplemental  section  includes  financial  statements  not  required  in 
the  financial  section.  The  statistical  section  includes  selected  financial  and  demographic  information, 
generally  presented  on  a  multiyear  basis. 

The  RTA  is  required  to  undergo  an  annual  single  audit  in  conformity  with  the  provisions  of  the  Single 
Audit  Act  of  1984  and  U.S.  Office  of  Management  and  Budget  Circular  A-128,  Audits  of  State  and  Local 
Governments.  Information  related  to  this  single  audit,  including  the  schedule  of  federal  financial  assistance, 
findings  and  recommendations,  and  auditor's  reports  on  the  internal  control  structure  and  compliance  with 
applicable  laws  and  regulations,  arc  reported  separately  from  this  report. 

Financial  Lnformation 

RTA  management  is  responsible  for  establishing  and  maintaining  an  internal  control  structure  designed  to 
ensure  that  the  assets  of  the  RTA  are  protected  from  loss,  theft  or  misuse  and  to  ensure  that  adequate 
accounting  data  are  compiled  to  allow  for  the  preparation  of  financial  statements  in  conformity  with 
generally  accepted  accounting  principles.  The  internal  control  structure  is  designed  to  provide  reasonable, 
but  not  absolute,  assurance  that  these  objectives  are  met.  The  concept  of  reasonable  assurance  recognizes 
that:  (1)  the  cost  of  a  control  should  not  exceed  the  benefits  likely  to  be  derived;  and  (2)  the  valuation  of 
costs  and  benefits  requires  estimates  and  judgments  by  management. 

Single  Audit.  As  a  recipient  of  federal  and  state  financial  assistance,  the  RTA  also  is  responsible  for  ensuring 
that  an  adequate  internal  control  structure  is  in  place  to  ensure  compliance  with  applicable  laws  and  regula- 
tions related  to  those  programs.  This  internal  control  structure  is  subject  to  periodic  evaluation  by  manage- 
ment and  the  internal  audit  staff  of  the  RTA. 

As  a  part  of  the  RTA's  single  audit,  described  earlier,  tests  are  made  to  determine  the  adequacy  of  the 
internal  control  structure,  including  that  portion  related  to  federal  financial  assistance  programs,  as  well  as 
to  determine  that  the  RTA  has  complied  with  applicable  laws  and  regulations.  The  results  of  the  RTA's 
single  audit  for  the  fiscal  year  ended  December  31,  1988  provided  no  instances  of  material  weaknesses  in 
the  internal  control  structure  or  significant  violations  of  applicable  laws  and  regtilations. 

Budgeting  Controls.  In  addition,  the  RTA  maintains  budgetary  controls.  The  objective  of  these  budgetary 
controls  is  to  ensure  compliance  with  legal  provisions  embodied  in  the  annual  appropriated  budget  ap- 
proved by  the  RTA  Board  of  Directors.  The  RTA  also  maintains  an  encumbrance  accounting  system  as  one 
technique  of  accomplishing  budgetary  control.  Encumbered  amounts  lapse  at  year's  end. 


Letter  Of  Transmittal  (continued) 


.\s  demonstrated  by  the  statements  and  schedules  included  in  the  financial  section  of  this  report,  the  RTA 
continues  to  meet  its  responsibility  for  sound  financial  management. 

Government  Function.  The  following  schedule  presents  a  summary  of  all  fiands  of  the  RTA.  The  operating 
results  for  fiscal  year  1988  and  the  related  budget  are  summarized  below.  Similar  data  for  1987  is  presented 
for  comparative  purposes. 


Revenues 
Sales  Tax 

Public  Transportation  Fund 
Federal  Operating  Grant 
.Ml  other 

Total  Revenue 


(In  Millions) 

1988 

1988 

1987 

Actual 

Budget 

Actual 

S418.8 

$418.0 

$386.4 

102.7 

102.0 

95.9 

48.8 

48.8 

52.0 

13,9 

10.3 

17.2 

$584.2 


$579.1 


$551.5 


Expenditures 

Financial  Assistance 
to  Service  Boards 
Capital  Grants 
Administrative 
Non -Admin  LStrative 
Debt  Related  and  Other 

Total  E.xpcnditures 


$484.9 

$485.1 

$459.5 

30.2 

16.8 

13.1 

4.7 

5.0 

4.8 

4.8 

5.9 

4.4 

30.0 

76.1 

32.1 

$554.6 

$588.9 

$513.9 

Revenue  for  the  fiscal  year  ended  December  31,  1988  was  over  budget  by  $5.1  million  and  increased  by 
332. 7  million  over  1987.  Sales  tax  revenue  exceeded  budget  by  $0.8  million  and  increased  by  $32.4  million 
over  1987.  Interest  income  on  investments  also  exceeded  budget  by  $0.7  million. 

Financial  assistance  to  the  Service  Boards  reflects  funding  based  on  the  1988  budget  with  the  exception  of 
funding  to  Metra  and  payment  to  each  of  the  Service  Boards  the  interest  on  Sales  Tax  payments.  The 
funding  from  Sales  Tax  and  the  Federal  Operating  Grant  to  Metra  exceeded  budget  by  $12.3  million 
which  is  diverted  to  capital  grants. 

General  Fund  Balance.  The  fund  balance  of  the  general  fund  increased  by  $38   million  during  1988. 
5127.0  million  or  88%  of  the  general  fund  balance  is  reserved  for  future  capital  obligations. 

Debt  Administration.  At  December  31,  1988,  the  RTA  had  two  debt  issues  outstanding.  These  issues 
included  $33,480,000  of  general  obligation  bonds  and  $32,200,000  of  general  obligation  notes.  The  RTA 
has  an  A  raring  from  Standard  &  Poor's  Corporation  and  an  A  fi-om  Moody's  Investors  Service  on  their 
general  obligation  bond  issue.  Under  current  state  statutes,  the  RTA's  general  obligation  debt  issuances  are 
subject  to  a  legal  limitation  of  $400  million.  The  RTA  is  also  authorized  to  issue  up  to  $100  million  of 
working  cash  notes. 


Letter  Of  Transmitt.^l  (continued) 


Cash  Management.  Cash  temporarily  idle  during  the  year  was  invested  in  demand  deposits,  certificates  of 
deposit,  obligations  of  the  U.S.  Treasury,  repurchase  agreements  and  commercial  paper.  The  average  yield 
on  investments  at  the  end  of  1988  was  8.55%.  The  RTA's  investment  performance  ranks  favorably  when 
compared  to  average  yield  rates  of  7.19%  for  3  month  U.S.  Treasury  bills  and  8.08%  for  Donaghue's  overall 
money  market  fund.  The  RTA  earned  interest  revenue  of  $11.6  million  on  all  investments  for  the  year 
ended  December  31,  1988. 

The  RTA's  investment  policy  is  to  minimize  credit  and  market  risks  while  maintaining  a  competitive  yield 
on  its  portfolio.  Accordingly,  deposits  were  either  insured  by  federal  depository  insurance  or  collateralized. 
All  collateral  on  deposits  was  held  either  by  the  RTA,  its  agent  or  a  financial  institution's  crust  department 
in  the  RTA's  name.  Over  90%  of  investments  held  by  the  RTA  during  the  year  and  at  December  31,  1988, 
are  classified  in  the  category  of  lowest  credit  risk  as  defined  by  the  Governmental  Accounting  Standards 
Board.  Remaining  investments  were  held  in  the  RTA's  name  either  by  the  counterparty  financial  insitu- 
non's  trust  department  or  by  a  Securities  and  Exchange  Commission-registered  brokerage  firm. 

OTHER  iNEORiMATION 

Independent  Audit.  The  RTA  Act  requires  an  annual  audit  by  independent  certified  public  accountants.  The 
accounting  firm  of  Touchc  Ross  8c  Company,  in  conjunction  with  Washington,  Pittman  8c  McKcevcr,  was 
seleaed  by  the  RTA's  Audit  Committee.  In  addition  to  meeting  the  requirements  set  forth  in  the  RTA  Act, 
the  audit  also  was  designed  to  meet  the  requirements  of  the  federal  Single  Audit  Act  of  1984  and  related 
OMB  Circular  A- 128.  The  auditor's  report  on  the  general  purpose  financial  statements  and  combining  and 
individual  ftind  statements  and  schedule  is  included  in  the  financial  section  of  this  report. 

In  dosing,  without  the  leadership  and  support  of  the  Board  of  Directors  and,  in  particular,  the  active 
involvement  and  assistance  of  Director  David  DeMotte  in  his  capacity  as  Chairman  of  the  Audit  Commit- 
tee, preparation  of  this  report  would  not  have  been  possible. 


Sincerely, 


Theodore  G.  Weigle,  Jr.  Daniel  R.  LefFers 

Executive  Director  Assistant  Executive  Director,  Budget  Sc  Finance 


IXDErEXDENT  AUDITOR'S  REPORT 


Board  of  Directors 

Regional  Transportation  Authority 

Chicago,  Illinois 


We  have  audited  the  combined  financial  statements  of  the  Regional  Transportation  Authority  (Authority) 
as  of  and  for  the  year  ended  December  31,  1988  on  pages  23  through  27,  as  listed  in  the  table  of  contents. 
These  financial  statements  arc  the  responsibility  of  the  Authority's  management.  Our  responsibility  is  to 
express  an  opinion  on  these  financial  statements  based  on  our  audit. 

\Vc  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those  standards  require 
that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether  the  financial  statements 
arc  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence  supporting  the 
amounts  and  disclosures  in  the  financial  statements.  An  audit  also  includes  assessing  the  accounting 
principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating  the  overall  financial 
statement  presentation.  We  believe  that  our  audit  provides  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  combined  financial  statements  referred  to  above  present  fairly,  in  all  material  respects, 
the  financial  position  of  the  Regional  Transportation  Authority  at  December  31,  1988,  and  the  results  of  its 
operations  and  the  changes  in  financial  position  of  its  proprietary  fund  for  the  year  then  ended  in  conform- 
ity with  generally  accepted  accounting  principles. 

.■\s  described  in  Note  2H,  the  Authority  restated  retained  earnings  and  contributed  capital  at  January  1, 
19S8  in  order  to  properly  account  for  contributed  capital  of  the  prior  period. 

Our  audit  was  conducted  for  the  purpose  of  forming  an  opinion  on  the  combined  financial  statements  of 
the  Regional  Transportation  Authority  taken  as  a  whole.  The  accompanying  supplementary  information  on 
pages   38  through  39,  as  listed  in  the  table  of  contents,  is  presented  for  purposes  of  additional  analysis  and 
is  not  a  required  part  of  the  financial  statements  of  the  Regional  Transportation  Authority.  Such  informa- 
tion hai  been  subjected  to  the  auditing  procedures  applied  in  the  audit  of  the  basic  financial  statements  and 
,  in  our  opinion,  is  fairly  stated  in  all  material  respects  in  relation  to  the  combined  financial  statements  taken 
OS  a  whole. 

The  Statistical  date  on  pages  40  through  47,  as  listed  in  the  table  of  contents,  is  presented  for  purposes  of 
additional  analysis  and  is  not  a  required  part  of  the  basic  financial  statements.  Such  information  had  not 
been  subjected  to  the  auditing  procedures  applied  in  the  audit  of  the  basic  financial  statements  and,  accord- 
ingly, we  express  no  opinion  on  such  statistical  data. 


April  24,  1989 
Chicago,  Illinois 


Financial    Section 


Combined  Balance  Sheet 


All  Fund  Types  And  AccoL>rr  Grolts 

DECEMBERS!,  1988 

Governmental  Fund  T>pes 


General 


Debt 
Service 


Proprietary 
Fund  Type 

Joint  Self- 
Iriiurance 


Fidudary 
Fund  Type 


Agency 


Account  Groups 


General 
Fixed 
Assets 


General 

Long-Term 

Debt 


Total 

(Memorandum 

Only) 


ASSETS 

Cash  And  Investments: 
Externally  restriaed: 

Debt  service 
Ri:stricted  by  RTA: 

Capital  grants  $61,714,950 

Joint  self-insurance  fund 
Unrestnctcd  53,988,916 

Receivables: 

Sales  tax  12,339,871 

Interest  on  sales  tax  38,576 

Interest  on  investments  1 ,63 1 ,092 

Other  526,688 

Interagency  647,252 

Due  from  CRD  20,000,000 

Due  from  other  funds  868,873 

Prepaid  expenses  64,527 

Deferred  charges 

Ix:aschold  improvements 

Furniture  and  equipment 

.\mount  available  in  debt 
service  ftind 

Amount  to  be  provided  for 
retirement  of  general  long- 
term  debt 


$19,269,354 


$40,396,562 


$69,925,935 

218,595 


345,404        1,026,927 


32,200,000 


93,498 


587,215 


$19,269,354 

61,714,950 

40,396,562 

53,988,916 

82,265,806 

257,171 

3,003,423 

526,688 

647,252 

52,200,000 

962,371 

64,527 

587,215 

$198,220 

198,220 

2,567,392 

2,567,392 

$19,608,019 

19,608,019 

46,071,981 


46,071,981 


ToT.\L  Assets 


$151,820,745    $51,814,758    542,104,202      570,144,530     52,765,612     $65,680,000       5384,329,847 


The  accompan>ing  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 


Combined  Bal.\nce  Sheet  (continued) 


.\LL  Fund  Types  and  Account  Groups 

DECEMBER  31,  1938 


Govemmentil  Fund  Types 


Proprietiry       Fiduciiry 
Fund  Type      Fund  Type 


General 


Debt 

Service 


Joint  Self- 
Insurance 


Agency 


Account  Groups 

General  General  Total 

Fixed  Long-Term  (Memorandum 

Aiseti  Debt  Only) 


LL\BIUTIES  AND  FUND  EQUITY 

Liabilities: 
Vouchers  payable  $135,335 

Capital  assistance: 
Local  Match  and 
RTA  100%  2,202,534 

Due  to  service  boards: 
Sales  tax  due  to  CTA 
Sales  tax  due  to  Metra 
Soles  tax  due  to  Pace 
Interest  on  sales  tax  to  CTA 
Interest  on  sales  tax  to  Metra 
Interest  on  sales  tax  to  Pace 
Accrued  operating  assistance 

to  CTA  280,931 

Due  to  other  fiinds  93,498 

Other  liabilities: 

Accrued  other  expenses  991,299 

Claims  liability  3,490,217 

General  obligation  notes, 

Series  1987A 
General  obligation  bonds, 
Series  1986A 


$35,409,250 

26,443,346 

8,073,339 

112,591 

81,198 

24,806 


$6,739  $862,134 


$135,335 

2,202,534 

35,409,250 

26,443,346 

8,073,339 

112,591 

81,198 

24,806 

280,931 
962,371 

991,299 
3,490,217 

$32,200,000         32,200,000 

33,480,000         33,480,000 


Total  Liabilities 


7,193,814 


6,739 


862,134      70,144,530 


65,680,000       143,887,217 


FUNT)  EQUITlf: 
Contributed  capital 
Investment  in  general   fixed 

assets 
Retained  earnings 
Fund  balance: 
Reserved  for  1987  and  prior 
budgeted  capital 
Reserved  for  1988  budgeted 

capital 
Reserved  for  debt  service 
Current 
Long-term 
Available  for  current 
appropriations 


41,000,000 


242,068 


$2,765,612 


59,512,416 
67,491,568 

17,622,947 


19,608,019 
32,200,000 


41,000,000 

2,765,612 
242,068 


59,512,416 

67,491,568 

19,608,019 
32,200,000 

17,622,947 


Total  Fund  Eqlity 

144,626,931 

51,808,019      41,242,068 

2,765,612 

240,442,630 

Total  Ll\bilities 
And  Fund  Equitit 

$151,820,745 

$51,814,758     $42,104,202    $70,144,530 

$2,765,612 

$65,680,000     $384,329,847 

The  accompanying  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 


Combined  Statement  Of  Revenues,  Expenditures  And 
Cfl\nges  In  Fund  Balances 


Governmental  Fund  Types 
fisau.  tear  ended  december  31, 198s 


Governmental  Fund  Types 


Totil 

General 

Debt  Service 

(Memorindum 

Fund 

Fund 

Only) 

562,812,793 

$62,812,793 

188,253 

188,253 

48,848,000 

48,848,000 

102,701,352 

102,701,352 

7,916,574 

$1,291,839 

9,208,413 

2,052,133 

2,052,133 

1,030,385 

1,030,385 

225,549,490 

1,291,839 

226,841,329 

Revenues: 

Salcj  tax 

Interest  on  sales  taxes 

Federal  operating  assistance  grant 

PTF 

Investment  income 

JSIF  investment  income 

Other  grants  and  reimbursements 

Total  Revenues 


Expenditures: 

Operating  grants: 

Chicago  Transit  Authority 
Commuter  Rail  Division 
Suburban  Bus  Division 

Capital  grants: 

Chicago  Transit  Authority 
Commuter  Rail  Division 
Suburban  Bus  Division 

Administration 

Non-Administration: 

Travel  Information  Center 
Other 

Debt  Service: 
Principal 
Interest 
Other 

Fixed  assets  additions 

Prior  year  financial  assistance 

Total  Expenditures 


27,952,931 
4,448,000 
8,768,688 

127,952,931 
4,448,000 
8,768,688 

3,815,083 
6,240,427 
7,781,487 
4,743,768 

3,815,083 
6,240,427 
7,781,487 
4,743,768 

2,165,492 
2,589,853 

2,165,492 
2,589,853 

4,535 
357,878 
170,343 

23,325,000 
5,136,002 

23,325,000 

5,136,002 

4,535 

357,878 

170,343 

169,038,485 

28,461,002 

197,499,487 

56,511,005 

(27,169,163) 

29,341,842 

(29,972,727) 
(5,880,724) 
(2,500,000) 
20,000,000 

29,972,727 
5,880,724 

(20,000,000) 

(2,500,000) 

(18,353,451) 

15,853,451 

(2,500,000) 

38,157,554 
106,469,377 

(11,315,712) 
63,123,731 

26,841,842 
169,593,108 

5144,626,931 

551,808,019 

5196,434,950 

Excess  (deficiency)  of  revenues  over  expenditures 
Other  Financing  Sources  (Uses): 

Operating  transfers  in  (out): 
Pnncipal 
Interest 
Contnbution 
Receivable 

Total  Other  Financing  Soltices  (Uses) 


Excess   (deficiency)  of  revenues  and  other  financing 
sources  over  expenditures  and  other  uses 

Fund  balance  -  January  1 
Fund  balance  -  December  31 


The  accompanying  notes  to  the  financial  statements  arc  an  integral  part  of  this  statement. 


Combined  Budgetary  Basis  Statement  Of  Revenues 
.\nd  Expenditures 


Budget  And  Actual 

FlSC.iL  TEAR  ENDED  DECEMBER  31,  1983 


Actual 


Governmental  Fund  Types 

Debt 
General               Service 
Fund                     Fund 

Proprietary 
Fund  Type 

Joint  Self- 
Insurance 
Fund 

Fiduciary 
Fund  Type 

Agency 
Fund 

Combined 
Funds 

Budget 

Combined 

Funds 

Revenues: 

Silcs  tax 

Interest  on  sales  tax 

Federal  operating  assistsuice  grant 

PTF 

Investment  income 

JSIF  investment  income 

Other  grants  and  reimbursements 

$62,812,793 

188,253 

48,848,000 

102,701,352 

7,916,574 

2,052,133 

1,030,385 

51,291,839 

$307,930 

$355,939,161 
1,066,764 

$418,751,954 
1,255,017 
48,848,000 
102,701,352 
9,516,343 
2,052,133 
1,030,385 

$417,998,000 

48,848,000 

102,000,000 

7,500,000 

2,500,000 

227,000 

Total  REVE>fUES 

225,549,490 

1,291,839 

307,930 

357,005,925 

584,155,184 

579,073,000 

Expenditures: 

Operating  grants: 

Chicago  Transit  Authority 

Commuter  Rail  Division 

Suburban  Bus  Division 
Capital  grants: 

Chicago  Transit  Authority 

Commuter  Rail  Division 

Suburban  Bus  Division 

Entitlement  grant 
Administration 
Xon  Administration: 

Travel  Information  Center 

Other 
Debt  service: 

Principal 

Interest 

Oilier 
Sales  tax  interest  to  Service  Boards: 

Chicago  Transit  Authority 

Commuter  Rail  Division 

Suburban  Bus  Division 
Fixed  assets  additions 
Prior  year  financial  assistance 

Total  Expentjitures 


127,952,930 
4,448,000 
8,768,688 

3,815,083 
6,240,427 
7,781,487 

4,743,768 

2,165,492 
2,589,854 


4,535 


357,878 
170,343 


181,846,070 
121,061,000 
40,684,969 


12,347,122 


23,325,000 
5,136,002 


157,273 


546,667 
398,563 
121,534 


309,799,000 
125,509,000 
49,453,657 

3,815,083 
6,240,427 
7,781,487 
12,347,122 
4,743,768 

2,165,492 
2,589,854 

23,325,000 

5,136,002 

161,808 

546,667 
398,563 
121,534 
357,878 
170,343 


309,799,000 

125,509,000 

49,785,000 

53,389,367 
15,477,646 

1,629,982 
10,434,000 

4,995,641 

2,457,480 
4,791,500 

30,350,000 
6,500,000 


900,000 


169,038,485        28,461,002 


157,273       357,005,925         554,662,685       616,018,616 


Excess  (deficiency)  of  revenues 
over  expenditures 

Other  Financing  Soluces  (Uses): 

Operating  transfer  in  (out): 
Principal 
Interest 
Contnbution 
Receivable 

Total  Other  Financing 
Sources  (Uses) 


56,511,005  (27,169,163) 


150,657 


29,492,499   (36,945,616) 


(29,972,727)  29,972,727 

(5,880,724)  5,880,724 
(2,500,000) 

20,000,000  (20,000,000) 


2,500,000 


(2,500,000) 
20,000,000 


(18,353,451)    15,853,451    2,500,000 


17,500,000 


Excess  of  revenues  and  other 
financing  sources  over 
expenditures  and  other  uses 


$38,157,554   (511,315,712)       52,650,657 


$29,492,499    (519,445,616) 


The  accompan>ing  notes  to  the  financial  statements  are  an  integral  part  pf  this  statement. 


Statement  Of  Changes  In  Financl\l  Position 


Propriet.\ry  Fund  Type  -  Joimt  Self-insubance  Fund 
fiscal  re,-lr  ended  december  31,  1983 


Sources  of  working  capital: 

N'ct  income  $150,657 

Amortization  of  deferred  issue  expanse  137  824 

Contributed  capital  2,500,000 

Net  increase  in  working  capital  $2,788,481 


Elements  of  net  increase  (decreases)  in  working  capital: 

Cash  and  investments  $2  720  367 
Accrued  interest  49  343 

Due  from  general  fund  93  493 

Due  to  general  fund  (74,727) 

Net  increase  in  working  capital  $2,788,481 


Statement  Of  Revenues,  Expenses,  And  Changes  In  Retained  Earnings 


I'ROPIUETARV  FUND  TYPE  -  JOINT  SELF-INSURANCE  FL^D 
FISaiL  TE^Ut.  ENDED  DECEMBER  31,  1988 

Operating  Revenues: 
Interest  income  $307,930 


Operating  Expenses: 
Professional  fees  19,449 

Issuance  cost  -  series  1986A  bonds  137,824 


Total  Operating  Expenses  157,273 

N'ct  income  150,657 

Retained  e  arnings  at  beginning  of  year  9 1 ,4 1 1 

Retained  earnings  at  end  of  year  $242,068 

The  accompanying  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 


Notes  To  General  Purpose  Financial  Statements 

Fiscul  Tear  Ended  December  31,  1988 


NOTE  1  -  REPORTING  ENTITY 

The  RTA  was  established  in  1974  upon  the  approval  of  a  referendum  in  its  six-county  Northeastern  Illinois 
region.  The  operating  responsibilities  of  the  RTA  are  set  forth  in  the  RTA  Act.  The  RTA  is  a  unit  of  local 
government,  body  politic,  political  subdivision  and  municipal  corporation  of  the  State  of  Illinois.  As  initially 
established,  the  RTA  was  an  operating  entity  responsible  for  providing  day-to-day  bus  and  rail  transporta- 
tion services.  However,  in  1983  the  Illinois  General  Assembly  reorganized  the  structure  and  funding  of  the 
RTA  from  an  operating  entity  to  a  plaruiing  and  oversight  entity.  The  reorganization  placed  all  operating 
responsibilities  in  the  Chicago  Transit  Authority  (CTA)  and  two  operating  divisions  of  the  RTA:  A  Com- 
muter Rail  Division  ("Metra"),  and  a  Suburban  Bus  Division  ("Pace"),  each  having  its  own  independent 
board.  These  divisions  conduct  operations  and  deal  with  subsidized  carriers. 

The  RTA  Act  sets  forth  detailed  provisions  for  the  allocation  of  receipts  by  the  RTA  to  the  various  Service 
Boards,  and  imposes  a  requirement  that  the  RTA's  system  as  a  whole  achieve  annually  a  "system  generated 
revenue  recovery  ratio"  (i.e.,  aggregate  income  for  transportation  services  provided)  of  at  least  50%  of  the 
cost  of  the  transportation  services.  The  Service  Boards  achieve  their  required  recovery  ratio  by  establishing 
fares  and  related  revenue  to  cover  their  proposed  expenses.  The  RTA  has  the  responsibility  to  supervise  the 
budgets  and  financial  condition  of  the  CTA,  Metra  and  Pace. 

Governmental  accounting  and  financial  reporting  standards  as  established  by  Statement  3  and  Interpreta- 
tion 7,  "Defining  the  Governmental  Reporting  Entity,"  issued  by  the  National  Council  of  Governmental 
Accounting  and  adopted  by  the  Governmental  Accounting  Standards  Board,  require  disclosure  in  the  notes 
of  governmental  financial  statements  of  the  results  of  applying  Statement  3  and  Interpretation  7  criteria  to 
specific  affiliated  organizations.  The  assets,  liabilities,  revenues,  and  expenditures  (or  expenses  as  appropri- 
ate) of  all  affiliated  organizations  determined  under  Statement  3  and  Interpretation  7  to  be  part  of  a  gov- 
ernmental reporting  entity  generally  must  be  included  on  the  face  of  its  financial  statements.  Thus,  it  is 
necessary  to  determine  whether  Metra,  Pace  and  the  CTA  are  part  of  the  RTA  Statement  3  and  Interpreta- 
tion 7  reporting  entity. 

The  basic  Statement  3  and  Interpretation  7  criteria  for  determining  whether  an  affiliated  organization  is 
part  of  a  governmental  reporting  entity  is  the  exercise  of  oversight  responsibility.  Statement  3  and  Interpre- 
tation 7  set  forth  various  manifestations  of  oversight  responsibility  (responsibility  for  financing  deficits,  en- 
titlements to  surpluses,  guarantees  of  "moral  responsibility"  for  debt,  selection  of  governing  authority,  des- 
ignation of  management,  ability  to  significandy  influence  operations,  accountability  for  fiscal  matters,  etc.) 
u  hich  indicate  that  an  affiliated  organization  should  be  included  within  the  Statement  3  and  Interpretation 
7  reporting  entity. 

Statement  3  and  Interpretation  7  provide  that  an  affiliated  organization  generally  should  be  included 
withdn  a  govenunental  reporting  entity,  regardless  of  the  degree  of  oversight  responsibility,  if  its  activities 
are  (1)  for  the  benefit  of  the  reporting  entity  and/or  its  residents,  (2)  conducted  within  the  geographic 
boundaries  of  the  reporting  entity,  and  (3)  generally  available  to  the  citizens  of  the  reporting  entity. 

In  the  judgement  of  RTA  management  and  with  the  concurrence  of  the  RTA's  auditors,  analysis  and 
application  of  Statement  3  and  Interpretation  7  criteria  indicates  that,  while  the  RTA  does  exercise  some 
fiscal  oversight,  Metra,  Pace  and  the  CTA  are  not  part  of  the  RTA  reporting  entity  for  purposes  of  prepar- 
ing a  comprehensive  annual  financial  report  in  accordance  with  governmental  accounting  and  financial 
reporting  standards.  Accordingly,  financial  statements  for  Metra,  Pace  and  the  CTA  are  not  included  or 
combined  with  the  RTA's  financial  statements  in  this  report.  They  are  combined,  however,  in  the  Pro- 
Forma  Combining  Aimual  Financial  Report.  The  Pro-Forma  Combining  Aimual  Financial  Report  is  a 
statutorily  required  report  and  is  not  required  under  governmental  accounting  and  financial  reporting 
standards.  , 


In  arriving  at  this  conclusion,  the  following  factors  were  considered: 

•  The  CTA,  Metra  and  Pace  maintain  separate  management,  exercise  control  over  all  operations 
(including  the  passenger  fare  structure),  and  arc  accountable  for  fiscal  matters  including:  ownership  of 
assets,  relations  with  federal  and  state  transportation  funding  agencies  that  provide  financial  assistance 
in  the  acquisition  of  these  assets,  and  the  preparation  of  operating  budgets.  The  CTA,  Metra  and  Pace 
are  also  responsible  for  the  purchase  of  services  and  approval  of  contracts  relating  to  their  operation. 

•  Except  for  the  Chairman  of  the  CTA  Board  of  Directors  who  is  also  an  RTA  Board  member,  the 
boards  of  directors  of  each  service  division  are  completely  independent  of  the  RTA  Board.  The  RTA 
Board  has  control  neither  in  the  selection  nor  appointment  of  any  Service  Board  director  nor  of  any  of 
its  management.  Further,  directors  of  the  CTA,  Metra,  and  Pace  are  excluded  from  serving  on  more 
than  one  entity's  board  of  directors,  including  that  of  the  RTA. 

•  Metra,  Pace  and  the  CTA  provide  services  to  different  geographic  areas  within  the  six  county  region. 
Metra  provides  transit  service  to  the  six  county  area  with  the  majority  of  the  transit  riders  residing  in 
the  suburban  metropolitan  area  and  commuting  into  the  City  of  Chicago.  Pace's  primary  service  area  is 
the  suburban  communities  with  limited  service  to  areas  within  the  City  of  Chicago.  The  CTA  provides 
service  to  the  City  of  Chicago  and  thirty-eight  neighboring  suburbs  within  Cook  County.  Although 
programs  arc  underway  to  increase  the  transfer  of  ridership  between  the  service  entities,  trips  of  this 
type  presently  represent  a  minority  of  those  taken. 

NOTE  2  -  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

The  accounting  policies  of  the  Regional  Transportation  Authority  conform  to  generally  accepted  account- 
ing principles  as  applicable  to  governments.  The  following  is  a  summary  of  the  significant  policies: 

A.      Fund  Accounting 

The  accounts  of  the  RTA  are  organized  on  the  basis  of  fiinds  and  account  groups,  each  of  which  is 
considered  a  separate  accounting  entity.  The  operations  of  each  fund  are  accounted  for  with  a  separate 
set  of  self-balancing  accounts  that  comprise  its  assets,  liabilities,  fund  equity,  revenues,  and  expendi- 
tures or  expenses,  as  appropriate.  RTA  resources  are  allocated  to  and  accounted  for  in  individual  fiinds 
based  upon  the  purposes  for  which  they  are  to  be  utilized  and  the  means  by  which  spending  activities 
are  controlled.  In  the  financial  statements,  the  various  funds  are  grouped  into  three  broad  fund  types 
and  four  generic  fund  categories  as  shown  below. 

Governmental  Fund  Types 

RTA  governmental  fund  types  consist  of  the  general  fund  and  debt  service  fiinds.  The  measurement 
focus  is  based  upon  detemination  of  changes  in  financial  position,  rather  than  upon  income  determi- 
nation. 

General  Fund 

The  General  Fund  is  the  general  operating  fiind  of  the  RTA.  It  is  used  to  account  for  all  financial 

transactions  that  are  not  specifically  required  to  be  accounted  for  in  another  fiind. 

Debt  Service  Fund 

Debt  Service  Funds  are  used  to  account  for  the  accumulation  of  resources  for,  and  the  payment  of, 
general  long-term  debt  principal,  interest  and  related  costs.  The  RTA  general  ordinance  also  estab- 
lished a  Debt  Service  Reserve  Fund  to  be  maintained  by  the  Trustee  for  the  sole  benefit  of  the 
holders  of  bonds,  and  to  be  applied  and  used  solely  for  the  payment  of  bond  principal  and  interest. 
The  Debt  Service  Funds  and  the  Debt  Service  Reserve  Fund  are  combined  for  financial  statement 
presentation. 

Proprietary  Fund  Type 

Proprietary  fiinds  are  used  to  account  for  activities  that  arc  similar  to  those  found  in  the  private  sector 
and  to  account  for  the  financing  of  goods  or  services  provided  by  a  department  or  agency  to  other 
departments  or  agencies  of  the  governmental  unit,  or  to  other  governmental  units  on  a  cost  reim- 
bursement basis.  The  RTA  has  one  proprietary  (internal  service)  ftmd  which  relates  to  the  activities  of 
the  Joint  Self- Insurance  Fund.  This  fund  is  accounted  for  on  the  accrual  basis  of  accounting. 


Joint  Self- Insurance  Fund 

The  purpose  of  the  Joint  Self- Insurance  Fund  is  to  provide  a  source  from  which  to  pay  substantia] 
damage  and  other  claims  incurred  by  the  Service  Boards  and  the  RTA  and  arising  out  of  personal 
injuries,  property  damage  and  certain  other  losses.  The  Self-Insurance  Agreement  provides  that  the 
Joint  Self-Insurance  Fund  is  not  available  to  pay  principal  or  interest  on  the  Series  1986A  Bonds 
which  were  issued  to  establish  the  Joint  Self- Insurance  Fund. 

To  date,  no  qualified  claims  have  been  submitted  to  the  ftind  for  consideration  and  payment. 
Existing  unsubmitted  claims  along  with  incurred  but  not  reported  reserves,  have  been  recorded  on 
the  books  of  the  Service  Boards. 

FiDuciAiuf  Fund  Type 

Fiduciary  funds  account  for  assets  held  by  a  governmental  entity  in  a  trustee  capacity  or  as  an  agent  for 
others.  The  RTA's  fiduciary  ftmd  consists  of  an  Agency  Fund.  Because  agency  ftinds  are  custodial  in 
nature  (assets  equal  liabilities),  they  do  not  involve  the  measurement  of  results  of  operations. 

Agency  Fund 

The  Agency  Fund  records  the  receipt  and  disbursement  of  the  Retailers'  Occupation  and  Use  Tax 
(sales  tax)  and  the  interest  on  this  tax  due  to  the  CTA,  Metra  and  Pace.  Required  sales  tax  revenues 
are  accrued  in  the  Agency  Fund  and  are  equally  ofBet  by  a  liability  to  the  Service  Boards.  For 
purposes  of  the  budget,  additions  to  and  disbursements  from  the  Agency  Fund  are  considered  to 
be  revenues  and  expenditures,  respectively.  In  accordance  with  generally  accepted  accounting 
principles  for  governmental  entities,  these  are  additions  to  and  deductions  from  Agency  Fund  assets 
and  liabilities,  respectively. 

B.  Fixed  Assets  and  Long-Term  Liabilities 

Account  groups  are  used  to  establish  accounting  control  and  accountability  for  general  long-term 
liabilities.  Account  groups  arc  not  fiinds  and,  therefore,  are  not  involved  in  the  measurement  of  the 
results  of  operations.  The  following  are  the  RTA's  account  groups: 

General  Fixed  Assets  Account  Group 

Fixed  assets  used  in  govemmental-fund-type  operations  are  accounted  for  in  the  General  Fixed 
Assets  Account  Group,  rather  than  governmental  funds.  Depreciation  is  not  recognized  in  accor- 
dance with  standard  governmental  accounting  practices.  General  fixed  assets  are  acquired  for  the 
purpose  of  providing  governmental  services  at  the  RTA  and  not  for  the  production  of  services  that 
are  sold.  When  purchased,  such  assets  are  recorded  as  expenditures  in  the  General  Fund  and  capi- 
talized in  the  General  Fixed  Assets  Account  Group.  All  fixed  assets  arc  valued  at  historical  cost  or 
estimated  historical  cost  if  actual  historical  cost  is  not  available. 

General  Long-Term  Debt  Account  Group 

Long-term  liabilities  expected  to  be  financed  from  governmental  funds  are  accounted  for  in  the 
General  Long-Term  Debt  Account  Group.  RTA  use  of  this  account  group  relates  to  bonds  sold  in 
1986  to  establish  a  Joint-Self  Insurance  Fund  for  transit  operations  and  the  Notes  issued  in  1987 
for  the  Acquisition  of  Milwaukee  Road  Assets  on  Behalf  of  Mctra. 

The  entire  liability  for  compensated  absences  is  recorded  in  the  General  Fund,  since,  with  the 
exception  of  an  immaterial  amount,  these  will  be  liquidated  with  current  available  resources. 

C.  Basis  of  Accounting 

Basis  of  accounting  refers  to  when  revenues  and  expenditures  or  expenses  arc  recognized  in  the 
accounts  and  reported  in  the  financial  statements,  regardless  of  the  measurement  focus  applied. 

.\11  govemmental  fiinds  and  the  Agency  Fund  are  accounted  for  using  the  modified  accrual  basis  of 
accounting,  i.e.  revenues  are  recognized  when  they  become  measurable  and  available,  and  expendi- 
tures are  recognized  when  the  related  fiind  liability  is  incurred.  Sales  taxes  are  considered  measurable 
when  levied  by  the  State  and  collected  by  the  retailer.  Sales  taxes  are  considered  available  when 


received  in  time  to  finance  current  obligations.  Sales  tax  revenues  arc  recorded  when  they  are  both 
measurable  and  available. 

Proprietary  funds  are  accounted  for  using  the  accrual  basis  of  accounting.  Therefore,  revenues  arc 
recognized  when  earned  and  measurable,  and  expenses  are  recognized  when  they  are  incurred. 

D.     Assets,  Liabilities  and  Fund  Equity 

Assets 

Cash  and  Investments 

All  excess  General  Fund  cash  is  invested  and  earnings  are  credited  to  the  General  Fund  for  use  in 
financing  general  RTA  operations.  (A  detailed  analysis  of  cash  and  investments  is  presented  in 
Note  6). 

Receivables 

Accounts  receivable  include  amounts  due  from  local  and  state  governments  for  sales  taxes  and 
specific  programs  and  projects. 

Restricted  Assets 

Proceeds  from  debt  and  amounts  set  aside  for  payment  of  proprietary  fund  general  obligation  debt 
are  classified  as  restricted  assets  since  their  use  is  limited  by  bond  indenture. 

Fixed  Assets 

General  fixed  assets  are  acquired  for  the  purpose  of  providing  govcnuncntal  services  at  the  RTA 
and  not  for  the  production  of  services  that  are  sold.  When  purchased,  such  assets  are  recorded  as 
expenditures  in  the  General  Fund  and  capitalized  in  the  General  Fixed  Assets  Account  Group.  All 
fixed  assets  are  valued  at  historical  cost  or  estimated  historical  cost  if  actual  historical  cost  is  not 
available. 

LiABiunfis 

Accrued  Operating  Assistance  and  Capital  Assistance  Payable 

These  amounts  represent  the  accrued  financial  assistance  and  capital  grants  due  the  Service  Boards 
at  December  31, 1988. 

Accrued  Other  Expenses 

These  amounts  represent  short-term  payables  accrued  at  year  end.  Compensated  absences  which 
are  reported  within  this  category  represent  the  liability  for  employees'  vested  vacation  at  year-end. 

Fund  Equmf 

Fund  Balance 

Portions  of  the  fund  balances  of  the  general  and  debt  service  funds  are  reserved  by  the  RTA  for 
specific  purposes  as  follows: 

Reserved  for  1987  and  prior  budgeted  capital  and  Reserved  for  1988  budgeted  capital  repre- 
sent that  portion  of  the  RTA's  fund  balance  to  provide  the  local  share  of  federal  and  state 
funded  capital  projects  and  to  fund  those  projects  not  funded  by  another  source.  The  related 
cash  to  cover  projects  for,  and  prior  to,  1987  has  been  restricted  by  RTA  Board  action. 

Reserved  for  debt  service  represents  the  portion  of  fund  balance  for  debt  service  resources 
legally  restricted  for  the  payment  of  long-term  debt  principal  and  interest  amounts  maturing  in 
future  years. 

Contributed  Capital 

Contributed  capital  is  the  amount  of  permanent  fiind  capital  contributed  to  the  Joint  Self-Insur- 
ance Fund  from  the  proceeds  of  the  bond  issue  and  includes  deposits  made  direcdy  to  the  fund 
since  its  inception. 
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Revenues 

The  B.TA  has  four  principal  sources  of  revenue  and  other  financing  sources:  (1)  retailers'  occupation 
taxes,  service  occupation  taxes,  and  use  taxes  (collectively,  "Sales  Taxes");  (2)  funds  appropriated  to 
the  RTA  by  statute  through  the  State's  Public  Transportation  Fund  established  under  the  Act;  (3) 
funds  in  respect  of  state  or  federal  grants,  loans,  or  any  other  such  funds,  which  the  RTA  is  authorized 
to  apply  for  and  receive  under  the  Act;  and  (4)  investment  income  on  unexpended  funds  held  by  the 
RTA. 

Intergovernmental  grant  revenues  are  recognized  when  qualifying  expenditures  have  been  incurred  in 
accordance  with  the  grant  award. 

Taxes 

Sales  Taxes  are  imposed  by  the  RTA  and  collected  by  the  Illinois  Department  of  Revenue  for  the  RTA 
pursuant  to  the  Act,  in  the  amount  of  1%  within  Cook  County,  of:  (i)  the  gross  receipts  of  such  sales 
made;  (ii)  the  "cost  price"  of  tangible  personal  property  used  within  Cook  County;  and  (iii)  the  selling 
price  of  tangible  personal  property  used  within  Cook  County.  In  addition,  a  sales  tax  of  0.25%  is 
imposed  on  the  items  referred  to  in  the  preceding  clauses  (i)-(iii)  in  the  "collar"  counties  of  DuPagc, 
Kane,  Lake,  McHenry,  and  Will. 

All  such  taxes  are  collected  by  retailers  and  remitted  to  the  Illinois  Department  of  Revenue  by  the  end 
of  the  month  following  the  month  of  sale  (the  liability  month).  The  taxes  are  paid  to  the  Treasurer  of 
the  State  of  Illinois  in  trust  for  the  RTA.  By  the  25th  day  of  each  month,  the  Department  of  Revenue 
is  required  to  certify  to  the  State  Comptroller  the  amount  required  to  be  paid  to  the  RTA.  Within  10 
days  after  such  certification,  the  Comptroller  is  required  to  order  payment  of  such  amount  to  the 
RTA. 

The  Act  provides  that  the  RTA  withhold  15%  of  the  tax  revenues  generated  and  these  revenues  are 
deposited  into  the  RTA's  General  Fund.  The  RTA  is  required  to  pass  on  to  the  Service  Boards, 
pursuant  to  statutory  formula,  an  amount  equal  to  the  remainder  of  such  tax  revenues.  The  remaining 
85%  of  sales  tax  is  allocated  to  the  Service  Boards  as  follows: 

Collected  Within  Collected  in  DuPage, 

Service  Collected  Within  Cook  County  Kane,  Lake^IcHenry 

Board  Chicago  Outside  Chicago  and  Will  Counties 


CTA  100%  30% 

Metra  55%  70% 

Pace  -  15%  30% 

The  RTA  recognizes  as  a  receivable  and  revenue  in  the  General  Fund  only  the  15%  of  the  total  sales 
taxes  collected  to  which  it  is  entided  by  the  amended  Act.  The  criteria  applied  for  recognition  of  the 
receivable  and  related  revenue  are  that  the  amounts  are  "measurable  and  available"  for  the  RTA  to 
meet  its  current  obligations. 

PuBUc  Transportation  Fund  (PTF) 

In  accordance  with  the  Act,  the  State  Treasurer  is  authorized  and  required  to  transfer  from  the  State's 
general  revenue  fund  to  a  special  ftind  in  the  State  Treasury  designated  the  "Public  Transportation 
Fund"  an  amount  equal  to  25%  of  net  revenues  realized  from  sales  taxes  (or,  as  the  case  may  be, 
gasoline  or  parking  taxes)  imposed  by  the  Board.  These  amounts  may  be  paid  to  the  RTA  only  upon 
State  appropriation.  The  State  has  approved  an  appropriation  from  the  Public  Transportation  Fund 
through  its  1989  fiscal  year  which  will  end  June  30,  1989. 

None  of  the  revenues  from  the  Public  Transportation  Fund  are  payable  to  the  RTA  unless  and  until  it 
certifies  to  the  Governor,  State  Comptroller,  and  Mayor  of  the  City  of  Chicago  that  the  RTA  has 
adopted  a  budget  and  financial  plan  as  called  for  by  the  Act. 

The  amounts  allocable  to  each  of  the  Service  Boards  from  funding  received  by  the  RTA  from  the 
State's  Public  Transportation  Fund  are  allocated  at  the  discretion  of  the  RTA  Board  in  connection 
with  the  review  and  approval  of  the  annual  and  revised  budgets  of  each  Service  Board.  The  allocable 
amounts  of  such  funds  are  payable  as  soon  as  may  be  practicable  upon  their  receipt,  provided  that  the 
RTA  has  adopted  a  budget  pursuant  to  Section  4.01  of  the  Act,  and  the  Service  Board  that  is  to 


receive  such  funds  is  in  compliance  with  the  budget  requirement  imposed  upon  the  Service  Board 
punuant  to  Section  4.1 1  of  the  Act. 

Federal  Opexattng  Assistance  Grant 

A  grant  is  provided  to  the  RTA  under  Section  9  of  the  Federal  Urban  Mass  Transportation  Act.  The 
revenue  is  recognized  on  the  modified  accrual  basis  in  the  year  funds  are  actually  received  based  upon 
final  approval  of  the  grant.  All  funds  received  under  this  grant  are  "passed  through"  to  the  Service 
Boards. 

F.  Expenditures  and  Expenses 

Operating  grants  consist  of  financial  assistance  to  the  CTA,  Metra  and  Pace.  The  RTA  provides 
operating  assistance  to  the  Service  Boards  to  fund  in  pan  their  RTA-approved  budgets. 

Capital  grants  -  local  match  are  those  portions  of  UMTA  and  IDOT  ftinded  capital  projects  which  arc 
funded  by  the  RTA  as  "local  share"  for  the  region  (generally  amounting  to  20%  of  the  total  project 
amount). 

Capital  grants  -  100%  funded  by  the  RTA  are  those  items  not  funded  by  UMTA  and/or  IDOT,  but 
are  completely  funded  by  the  RTA. 

Administration  consists  of  those  costs  of  the  RTA  incurred  to  carry  out  its  regjonal  funding  and 
administrative  activities.  These  costs  were  limited  by  statute  to  no  more  than  $5,786,125  for  1988. 

Non- Administration  consists  of  those  costs  of  the  RTA  which  are  exempt  fi^om  the  statutory  cap. 
These  costs  include  the  operation  of  the  Travel  Information  Center,  program  and  capital  develop- 
ment; and  other  costs  incurred  on  behalf  of  the  Service  Boards. 

G.  "Memorandum  Only"  Total  Columns 

Total  columns  on  the  Combined  Statements  are  captioned  Memorandum  Only  to  indicate  that  they 
are  presented  only  to  facilitate  financial  analysis.  Data  in  these  columns  do  not  present  financial  posi- 
tion, results  of  operations,  or  changes  in  financial  position  in  conformity  with  generally  accepted 
accounting  principles.  Also,  such  data  is  not  comparable  to  a  consolidation.  Therefore,  interfund 
eliminations  have  not  been  made  in  the  aggregation  of  this  data. 

H.     Prior  Period  Adjustment 

In  fiscal  year  1987,  the  Authority  contributed  capital  of  52,500,000  to  the  Joint  Self-Insurance  Fund. 
This  contribution  was  initially  recorded  in  1987  as  an  operating  transfer  and  included  in  retained 
earnings.  Because  this  transfer  is  permanent  in  nature,  an  adjustment  is  necessary  to  record  it  as  con- 
tributed capital.  Accordingly,  at  January  1, 1988,  retained  earnings  was  reduced  and  contributed 
capital  was  increased  by  $2,500,000.  At  January  1, 1988  retained  earnings  as  previously  reported  was 
$2,591,411.  Retained  earnings,  as  restated,  is  $91,411. 

NOTE  3  -  BUDGET  AND  BUDGETARY  ACCOUNTING 

Section  4.01(a)  of  the  RTA  Act  requires  the  RTA  to  prepare  and  adopt  a  comprehensive  annual  budget  and 
program  presenting  the  RTA's  planned  operations  and  capital  expenditures  for  the  forthcoming  year.  The 
budget  is  comprehensive  and  includes  the  activity  in  all  funds. 

The  annual  budget  and  related  appropriation  are  prepared  on  the  modified  accrual  basis  of  accounting  in 
conformity  with  generally  accepted  accounting  principles.  Expenditures  may  not  exceed  budgeted  appro- 
priations except  by  RTA  Board  approval.  All  appropriations  lapse  at  year-end.  During  the  year,  several  sup- 
plementary appropriation  were  passed.  It  is  the  policy  of  the  RTA  to  fiind  the  budgets  of  the  Service 
Boards,  up  to  the  amount  appropriated  in  the  annual  Budget  Ordinance.  The  Service  Boards  shall  maintain 
all  financial  records  and  shall  prepare  all  financial  statements  and  reports,  including  quanerly  and  annual 
reports  required  under  the  Act,  in  accordance  with  the  following  provisions: 

1.  The  first  source  of  ftinds  to  be  credited  against  the  budgeted  funding  amount  is  from  UMTA  operat- 
ing assistance  grants; 

2.  The  second  source  of  funds  to  be  credited  against  the  budgeted  funding  amount  is  from  85%  sales  tax 
receipts; 
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3.  The  third  source  of  funds  to  be  credited  against  the  budgeted  funding  amount  is  from  PTF  receipts; 

and 

4.  The  fourth  source  of  funds  credited  against  the  budgeted  funding  amount  is  fiom  RTA  15%  and  other 
discretionary  receipts. 

For  capital  expenditures,  the  payment  of  PTF  funds,  15%  funds  and  other  discretionary  funds  of  the  RTA 
shall  be  made  under  the  terms  and  conditions  of  a  grant  agreement  governing  such  capital  expenditures. 

NOTE  4  -  CONLMITMENTS  AND  CONTINGENCIES 

The  RTA  has  various  operating  lease  agreements  for  facilities  and  equipment.  Operating  lease  expenditures 
totaled  5497,000  in  1988.  Minimum  annual  rental  payments  by  the  RTA  for  the  following  years  are: 


Year 

1989 
1990 
1991 

1992  and  beyond 


Amount 
(in  thousands) 

$453 
453 
453 
604 

$1,963 


The  building  lease  agreement  provides  that  the  RTA  shall  reimburse  the  lessor  for  any  or  all  additional  rent 
attnbutable  to  the  cost  of  operating  and  maintaining  the  premises  that  the  lessor  may  incur  during  the  term 
of  the  lease  agreement. 

The  RTA  is  a  defendant  or  respondent  in  various  lawsuits  and  administrative  proceedings.  A  liability  of  $3.5 
million  has  been  recorded  based  on  pending  litigation  and  claims  filed  against  the  RTA.  In  opinion  of  the 
RTA  management,  the  ultimate  resolution  of  these  lawsuits  will  not  have  a  material  effect  on  the  RTA's 
financial  position  or  its  results  of  operations. 

NOTE  5  -  LONG-TERM  DEBT 

Changes  during  the  year  in  long-term  debt  were  as  follows: 


Long-term  obligation 
at  December  31,  1987 

Current  maturities 
and  retirements 

Long-term  obligation 
at  December  31, 1988 


General 

Obligation 

Notes 

General 

Obligation 

Bonds 

Total 

$52,200,000 
(20,000,000) 

$36,805,000 
(3,325,000) 

$89,005,000 
(23,325,000) 

$32,200,000 

533,480,000 

565,680,000 

1987  General  Obugation  Notes 

The  above  amounts  represent  the  remaining  obligation  related  to  the  567,900,000  of  8%  Series 
1987A  and  1987B  General  Obligation  Notes  dated  and  issued  July  1, 1987  to  fund  Metra's  purchase 
of  the  remaining  commuter  assets  of  the  Chicago,  Milwaukee,  St.  Paul  and  Pacific  Railroad. 

The  remaining  $32,200,000  outstanding  on  December  31, 1988  is  payable  on  July  1, 1989.  Principal 
of  520,000,000  was  repaid  on  October  1,  1988. 

An  agreement  dated  July  14, 1987  between  the  RTA  and  Metra  stipulates  that  Metra  will  repay  the 
RTA  the  principal  sum  of  $67,900,000  in  ten  equal  annual  installments,  without  interest,  beginning 
December  31, 1988,  with  final  payment  due  December  31, 1997.  In  September  1987,  Metra  repaid 
RTA  511.8  million  with  the  UMTA  grants  which  were  used  to  retire  a  portion  of  the  General  Obliga- 
tion Notes.  The  RTA  forgave  $3.9  million  of  this  receivable  and  accordingly  made  the  corresponding 
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balance  of  the  General  Obligation  Note  repayment  with  its  own  financial  resources.  The  remaining 
receivable  from  Metra  at  December  31,  1988  is  $52,200,000. 

1986  General  Obugation  Bonds 

On  November  1,  1986,  the  RTA  issued  $40  million  General  Obligation  Bonds,  Series  1986A,  to 
establish  a  Joint  Self- Insurance  Fund  for  the  RTA,  CTA,  Metra  and  Pace.  The  purpose  of  the  Joint 
Self-Insurance  Fund  is  to  provide  a  source  from  which  to  pay  substantial  damage  and  other  claims 
above  retained  limits  payable  by  any  of  the  participants  arising  out  of  personal  injuries,  property 
damage  and  certain  other  losses  and  damages.  The  Self- Insurance  Agreement  provides  that  the  Joint 
Self-Insurance  Fund  is  not  available  to  pay  the  principal  or  interest  on  the  Series  1986A  Bonds. 

The  Series  1986A  Bonds  will  mature  on  November  1  over  a  ten-year  period  and  interest  will  be 
payable  at  rates  ranging  from  4.0%  to  6.2%  on  May  1, 1987  and  semi-annually  thereafter  on  Novem- 
ber 1  and  May  1  in  each  remaining  year. 

Principal  and  interest  requirements  on  the  Series  1986A  Bonds  to  maturity  arc  set  forth  below: 
Year  Principal  Interest  Total 


1989 

$3,475,000 

$1,877,798 

$5,352,798 

1990 

3,640,000 

1,712,735 

5,352,735 

1991 

3,820,000 

1,530,735 

5,350,735 

1992 

4,025,000 

1,330,185 

5,355,185 

1993 

4,245,000 

1,108,810 

5,353,810 

1994 

4,485,000 

866,845 

5,351,845 

1995 

4,750,000 

602,230 

5,352,230 

1996 

5,040,000 

312,480 

5,352,480 

$33,480,000 

$9,341,818 

$42,821,818 

The  Series  1986A  Bonds  are  general  obligations  of  the  RTA  to  which  the  full  faith  and  credit  of  the 
RTA  are  pledged.  The  Series  1986A  bonds  are  payable  from  all  revenues  and  all  other  funds  received 
or  held  by  the  Authority  (except  amounts  in  the  self- insurance  fiind  and  amounts  required  to  be  held 
or  used  with  respect  to  separate  ordinance  obligations),  that  lawfully  may  be  used  for  retiring  the 
debt. 

The  Series  1986A  Bonds  are  secured  by  an  assigrmient  of  and  lien  on  the  sales  taxes  imposed  by  the 
RTA.  All  sales  tax  receipts  are  to  be  paid  directly  to  the  Trustee  by  officials  of  the  State  of  Illinois.  Any 
amounts  not  needed  to  make  the  required  monthly  deposits  for  the  Series  1986A  Bonds  or  other 
Authority  obligations,  or  for  deposit  in  the  Debt  Service  Reserve  Fund,  are  to  be  paid  monthly  to  the 
RTA  by  the  Trustee. 

Under  the  RTA  Act,  the  CTA's,  Metra 's,  and  Pace's  farebox  receipts  and  fUnds  on  hand  are  not 
available  for  payment  of  debt  service  on  the  Series  1986A  Bonds. 

The  imderwriters  discount  and  issue  expense  for  the  1986A  Bonds  totaled  $900,400.  This  amount 
will  be  recorded  as  expenditures  in  the  Joint  Self-Insurance  Fund  over  the  life  of  the  bond  issue  based 
on  the  average  outstanding  balance  of  the  bonds.  Amortizauon  in  1988  was  $137,824. 

NOTE  6  -  CASH  AND  INVESTMENTS 

The  captions  on  the  combined  balance  sheet  related  to  cash  and  investments  and  the  amounts  in  the  Total 
(Memorandum  Only)  column  arc  as  follows: 

Total 
(Memorandum  Only) 

Cash  and  Deposits  $  12,670,015 

Investments  162,699,767 


Total  Cash,  Deposit  &  Investments  $175,369,782 
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Cash,  Deposits  &  Investments 

Section  702.20(ii)  of  the  RTA  Act  authorizes  the  Authority  to  invest  any  funds  or  monies  not  re- 
quired for  immediate  use  or  disbursement.  The  applicable  statutory  provisions  governing  the  in- 
vestment of  public  funds  are  found  in  111.  Rev.  Stat.  Ch.  85,  Sec.  901,  et.  seq. 

The  Authority  passed  an  investment  policy  in  November,  1987.  This  policy  is  in  accordance  with 
the  Illinois  statutes  and  allows  the  RTA  to  invest  in  1)  cenain  obligations  of  the  U.S.  Government 
and  its  agencies;  2)  interest- bearing  certificates  of  deposit,  interest-bearing  time  deposits  or  any 
other  investments  constituting  direct  obligations  of  any  bank  as  defined  by  the  Illinois  Banking 
Act;  3)  short  term  obligations  of  corporations  organized  in  the  United  States  with  assets  exceeding 
S500  million  and  rated  within  the  two  highest  classifications  established  by  at  least  two  standard 
rating  services;  4)  certain  money  market  mutual  funds;  5)  state  treasurer's  investment  pool;  and 
6)  repurchase  agreements. 

The  Authority's  deposits  and  investments  are  categorized  to  give  an  indication  of  the  level  of  risk 
assumed  by  the  Authority  at  year-end.  Category  1  includes  deposits  and  investments  that  arc 
insured,  collateralized  or  registered  or  for  which  securities  are  held  by  the  Authority  or  its  agent  in 
the  Authority's  name.  Category  3  includes  uncoUateralized  bank  balances.  The  Authority  holds  no 
investments  in  Category  2  which  are  investments  collateralized  with  securities  held  by  the  pledging 
institution. 


Category 
1                         3 

Carrying 
Amount 

Market 
Value 

Investments 

Commercial  Paper 
Fannie  Maes 
U.S.  Treasury 
Bills/Notes 

$44,226,170 
10,914,234 

107,559,363 

$44,226,170 
10,914,234 

107,559,363 

$45,048,000 
11,115,000 

108,189,600 

Deposits 

Cash 

$10,570,015 

10,570,015 

10,570,015 

Certificates  of 
Deposit 

2,100,000 
$164,799,767 

2,100,000 
$175,369,782 

2,100,000 

Toul  Deposits  and 
Investments 

$10,570,015 

$177,022,615 

N'OTE  7  -  DEFERRED  COMPENSATION 

The  deferred  compensation  plan  is  an  arrangement  which  permits  RTA  employees,  on  a  voluntary  basis,  to 
authorize  a  portion  of  salary  withheld  through  payroll  deduction.  The  deductions  are  forwarded  to  the  plan 
administrator  for  investment  on  behalf  of  the  employees.  Neither  the  amount  withheld  nor  earnings  on  the 
investments  are  subject  to  current  Federal  Income  Tax. 

As  of  December  31, 1988,  fourteen  RTA  employees  participated  in  the  plan.  The  plan  is  administered  by  a 
third  party  administrator  and  has  a  value  of  $266,000  and  $249,000  for  active  and  inactive  employees, 
respectively. 

NOTE  8  -  PENSION 

The  RTA  participates,  along  widi  Metra  and  Pace,  in  a  multi-employer  noncontributory  defined  benefit 
cost-sharing  pension  plan  and  trust  (RTA  Pension  Plan  and  Trust),  covering  substantially  all  employees  not 
othenvise  covered  by  a  union  pension  plan.  Responsibilities  for  administering  the  plan  are  divided  among  a 
Board  of  Trustees,  a  Retirement  Committee,  a  Plan  Administrator,  and  the  RTA  Board  of  Directors.  The 
plan  is  classified  as  a  "governmental  plan"  and,  is  therefore,  generally  exempt  from  the  provision  of  the 
Employee  Retirement  Income  Security  Act  of  1974.  The  plan  operates  on  a  calendar  fiscal  year. 
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Separate  employer  contribution  accounts  were  set  up  for  the  RTA,  Pace  and  Metra.  Contribution  expense  Is 
accrued  by  the  RTA,  Metra  and  Pace  concurrent  with  the  establishment  of  each  employer/employee 
account. 

The  Plan  provides  normal  early  retirement  and  disability  benefits  determined  as  a  percentage  of  the  partici- 
pant's average  annual  compensation  in  the  three  completed  plan  years  of  highest  compensation.  Prior 
service  credits  are  provided  to  participants  employed  prior  to  July  1, 1984  who  were  employed  on  a  ftill- 
time  basis  prior  to  their  employment  with  the  RTA  by  another  governmental  entity  or  by  certain  providers 
of  transportation  services.  (Prior  service  credits  for  participants  employed  after  June  30, 1984  were  elimi- 
nated with  the  1984  amendments  to  the  Plan). 

Prior  to  July  1, 1979  contributions  were  made  on  the  basis  of  non-actuarial  estimates.  The  Plan's  initial 
actuarial  study  found  that  those  estimates  were  in  excess  of  actuarial  requirements.  As  a  result,  pension 
expense  is  being  reduced  by  amortization  of  the  excess  over  20  years.  (Prior  to  1985  the  excess  was  amor- 
tized over  a  ten  year  period). 

Funding  requirements  for  the  Plan  are  made  by  an  independent  actuary.  Assets  are  valued  recognizing  a 
portion  of  both  realized  and  unrealized  gains  and  losses  in  order  to  avoid  wide  swings  in  actuarially  deter- 
mined funding  requirements  from  year  to  year.  Certain  directors  and  persons  hired  after  age  60  are  allowed 
to  participate  in  the  plan.  100%  vesting  occurs  after  five  years  service  and  benefit  accruals  are  provided  for 
participants  over  age  65. 

Actuarial  assumptions  related  to  interest  assume  an  8%  annual  compounded  rate  of  return  on  investments, 
and  assumptions  for  salary  increases  assume  a  6%  annual  compounded  rate.  The  total  RTA  payroll  for  the 
year  ended  December  31, 1988  was  S2.7  million;  of  this  amount,  $2.5  million  represented  earnings  of 
employees  covered  by  the  Plan.  This  valuation  is  also  based  upon  715  active  participants  in  the  Plan  at  De- 
cember 31, 1988,  of  which  70  are  employed  by  the  RTA.  During  1988,  the  RTA  paid  a  total  of  $284,687 
to  the  combined  Plan.  These  contributions  represented  1 1.6%  of  the  RTA  covered  payroll.  The  RTA 
contribution  allocation  as  determined  by  the  Plan  administrators  for  1988  was  12.2%  of  the  contribution 
requirements  for  all  employers  participating  in  the  Plan. 

The  "pension  benefit  obligation"  is  a  standardized  disclosure  measure  of  the  present  value  of  pension 
benefits,  adjusted  for  the  effects  of  projected  salary  increases,  estimated  to  be  payable  in  the  future  as  a 
result  of  employee  service  to  date.  The  measure  is  the  actuarial  present  value  of  credited  projected  benefits 
and  is  intended  to  help  users  assess  tlie  RTA  Pension  Plan  funding  status  on  a  going  concern  basis,  assess 
progress  made  in  accumulating  sufficient  assets  to  pay  benefits  when  due,  and  make  comparisons  among 
public  employee  retirement  systems  and  employers.  The  Plan  does  not  make  separate  measurements  of 
assets  and  pension  benefit  obligations  for  individual  employers.  The  pension  benefit  obligation  at  December 
31, 1988,  for  the  Plan  as  a  whole,  determined  through  an  actuarial  valuation  performed  as  of  that  date,  was 
as  follows  (in  millions  of  dollars): 

Total  pension  benefit  obligation  $21,455,072 

Net  assets  available  for  benefits  (at  cost)  19,948,320 

Unfimded  pension  benefit  obligation  $1 ,506,752 

Historical  trend  information  showing  the  Plan's  progress  in  accumulating  sufficient  assets  to  pay  benefits 
when  due  is  not  currendy  available. 


NOTE  9  -  INTERFUND  ASSETSAIABILITIES 

The  amounts  due  from/ to  other  funds  are  as  follows: 

Receivable  Fund  Payable  Fund  Amount 


General 

Joint  Self-Insurance 

$862,134 

General 

Debt  Service 

6,739 

Joint  Self-Insurance 

General 

93,498 
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Supplemental  Information 
Statement  Of  Changes  In  General  Fund  Balance 


FISCAL  TEAR  ENDED  DECEMBER  31,  1988 


Reserved  for 


1987  ind  Prior  1988 

Budgeted  Budgeted 

Capital  Capital 


Available 
for  Current 
Appropriationi  Total 


Bilance  December  31,  1987 

Revenues  and  other  sources  over  (under) 
expenditures  and  other  uses 

Additional  reserves: 
From  1988  budget 

Adjustment  of  1987  Capital  Budget 
to  Actual  Committments 

Grants  to  service  divisions 

Balance  December  31,  1988 


$80,632,214 


$25,837,163    $106,469,377 


(6,287,528) 
(14,832,270) 


$59,512,416 


$70,496,295 


(3,004,727) 


38,157,554 

(70,496,295) 

6,287,528 
17,836,997 


38,157,554 


$67,491,568 


$17,622,947    $144,626,931 


Statement  Of  Changes  In  Assets  And  Liabilities  Of  The  Agency  Fund 


f/SClL  rElR  ENDED  DECEMBER  31,  1988 


Balance 
December 

Balance 
December 

31,1987 

Additions 

Deductions 

31,1988 

ASSETS: 

Retailers'  occupation  and  use 

tax  (sales  tax)  receivable 
Interest  on  sales  tax 

Total  Assets 


$63,171,372 
136,866 


$355,939,161 
1,066.764 


$349,184,598 
985,035 


63,308,238 


357,005,925 


350,169,633 


$69,925,935 

218,595 


70,144,530 


LIABILITIES: 

Sales  tax  distribution  due 
to  service  boards: 
Chicago  Transit  Authority 
Commuter  Rail  Division 
Suburban  Bus  Division 

ScB  Total 


32,570,958 

23,446,373 

7,154,041 

181,846,070 

133,408,122 

40,684,969 

179,007,778 

130,411,149 

39,765,671 

35,409,250 

26,443,346 

8,073,339 

63,171,372 

355,939,161 

349,184,598 

69,925,935 

70,411 
50,914 
15,541 

546,667 
398,563 
121,534 

504,487 
368,279 
112,269 

112,591 
81,198 
24,806 

Interest  on  sales  tax  due 
to  service  boards: 
Chicago  Transit  Authority 
Commuter  Rail  Division 
Suburban  Bus  Division 

Sub  Total 


136,866 


1,066,764 


985,035 


218,595 


Total  Ll\bili  res 


$63,308,238 


$357,005,925    $350,169,633 


$70,144,530 


The  accompanying  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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Combining  Statement  For  Debt  Service  Fund 


FISCAL  r£.4Jl  ENDED  DECEMBER  31,  li 


Debt  Service  Debt  Service  Total  Debt 

For  1986  Bondi       For  1987  Notes       Service  Fund 


ASSETS: 

Cish  and  investments 
Accrued  interest 
Due  from  CRD 

Total  Assets 


$5,688,413 
125,467 


5,813,880 


513,580,941 

219,937 

32,200,000 


46,000,878 


$19,269,354 

345,404 

32,200,000 


51,814,758 


LIABILITIES: 

Due  to  other  funds 


Total  Ll\bilities 


6,739 


6,739 


6,739 


6,739 


Fund  EQLTTif: 

Reserved  for  debt  service 
Current 
Long-term 

Total  Fund  Equity 


5,813,880 


13,794,139 
32,200,000 


5,813,880  45,994,139 


19,608,019 
32,200,000 


51,808,019 


Total  Liabilities  And  Fund  EQumr 


$5,813,880  $46,000,878 


$51,814,758 


Revenl-es  And  O  pher  Financing  Soltices: 
Investment  income 
Transfer  in  -  Principal 
Transfer  in  -  Interest 

Total  Reventjes  And  Other  Financing  Sources 


$422,308 
3,352,273 
1,997,497 


$869,531 

26,620,454 

3,883,227 


5,772,078 


31,373,212 


$1,291,839 

29,972,727 

5,880,724 


37,145,290 


Expenx>itures  .\nd  Other  Financing  Uses: 
Other  Financing  Uses 
Debt  service  -  Principal 
Debt  service  -  Interest 

ToT.\L  Expenditures  And  Other  Financing  Uses 


3,325,000 
2,027,423 


5,352,423 


20,000,000 

20,000,000 

3,108,579 


43,108,579 


20,000,000 

23,325,000 

5,136,002 


48,461,002 


Excess  (deficiency)  of  revenues  and  other  financing  sources 
over  expenditures  and  other  financing  uses 


$419,655       ($11,735,367)  ($11,315,712) 


Statistical  Section 


Statement  Of  Revejjues  And  Expenditures  For  All  Funds 


UST  TEN  FISCAL  TEARS 


EX1'EDITUR£S: 

Finmciil  assistance  provided  to: 

Chicago  Transit  Authority 

Commuter  Rail  Division 

Suburban  Bus  System 

Prior  year  budget  variance 
Travel  Information  Center 
Administration 
Other  regional  costs 
Interest 
Capital  grants 
Debt  retirement 
Odier 

Total  expenditiires  before  depreciation 
Depreciation 

TOT.VL  EXPEXDrrURES 
Net  Revenues  (Expenditures) 


12  Months 

Ended 
06/30/79 


Rev'entes: 

State  public  transportation  fund: 
Regional  salei  tax  (3/32  of  total) 
Motor  vehicle  registration  fees 
Operating  assistance  grant 

Retailers'  occupation  and  use  tax 
(sales  tax) 

Public  transportation  tax  (gas  tax) 

Federal  operating  assistance  grants 

Contribution  from  the  City  of  Chicago 
and  Cook  County* 

Federal  special  rail  grant 

Other  federal  grants 

Mobility  limited  grant 

Interest 

Sales  of  tax  benefits 

Other 

Total  Reven'ues 


$121,230 
17,064 


74,883 
79,925 

5,000 

839 

3,80S 

1,075 


303,821 


185,500 
57,866 
23,574 

4,036 
9,337 

2,643 


282,956 
4,444 


287,400 


516,421 


15  Months 

Ended 
09/30/80* 


491,947 


343,952 
90,894 
39,213 

4,243 
14,619 

5,146 


498,067 
9,760 


507,827 


(515,880) 


12  Months 

Ended 
09/30/81* 


577,890 
5,458 

■ 

229,500 

33,846 

130,576 

$274,123 

1,353 

30,819 

6,250 

5,000 

255 

499 

6,749 

5,247 

1,423 

1,430 

318,471 


279,075 
68,574 
34,092 

2,390 

12,757 

4,441 


401,329 
11,087 


412,416 


5(93,945) 


12  Months 

Ended 
09/30/82* 


$278,470 

655 

72,427 

5,000 

20,000 

802 

5,387 

2,807 


385,548 


229,965 
49,670 
27,078 

2,008 
14,054 

3,191 


325,966 
12,901 


338,867 


546,681 


Starting  July  1,  1983  these  contributions  were  made  directly  to  the  Chicago  Transit  Authority 

Restated,  see  Xote  3  to  fiscal  1983  financial  statements. 

This  pro-forma  statement  of  revenues  and  expenses  is  presented  only  for  information  and  comparative  purposes 

^nd^^dd  ""  '^'°'"  ^  "''^  ^  "^"^^  ■^'^'^  ^""^^^  statements,  the  restructured  RTA  has  adopted  the  governmental 
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15  Months 

Ended 
12/31/83 


12  Monthi 

Ended 
12/31/84*' 


12  Months 

Ended 
12/31/85* 


12  Months 

Ended 
12/31/86 


12  Months 

Ended 
12/31/87 


12  Months 
Ended 
12/31/88 


518,750 

376,613 

504 

70,582 

3,750 

15,000 

1,381 

8,650 
1.048 

2,487 


$98,600 

328,377 

349 

46,323 


538 
5,430 
1,025 


$84,830 

342,441 

57,931 

520 

7,644 

709 


$90,264 

368,579 

169 

56,286 


2,496 

14,274 

402 


$95,895 

386,439 

52.000 


280 

1,272 

12.777 


2,871 


$102,701 

418,752 

337 

48,848 


80 

596 

11,568 

1,273 


498,765 


480,642 


494,075 


532,470 


551,534 


584,155 


309,213 

246,825 

290,292 

101,755 

102,848 

106,696 

42,329 

38,639 

42,572 

2,477 

2,294 

2,420 

14,316 

7,715 

4,231 

57 

1,706 

1,595 

8,954 

1,467 

2,275 
13,170 

4,425 


294,270 

285,853 

120,932 

124,260 

48,656 

48,690 

38,131 

3,533 

2,561 

2,228 

4,258 

4,757 

9,077 

2,738 

5,594 

7,389 

14,454 

13,103 

18,895 

1,943 

2,457 

309,799 
125,509 
49,454 

2,165 
4,744 
2,590 
5,136 
30,184 
23,325 
1,666 


479,101 
21,407 

401,494 
20,854 

467,676 

539,876 

513,903 

554,572 

500,508 

422,348 

467,676 

539,876 

513,903 

554,572 

(51,743) 

$58,294 

$26,399 

(57,406) 

537,631 

529,583 
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PopuL\TiON  Distribution  By  Counts/City  Of  Chicago 


Lake  County 

6.6% 


City  of  Chicago 
41.2% 


McHenry  County 

2.2% 


Will  County 

4.6% 


Kane  County 

4.1% 


Suburban  Cook  County 

31.3% 


DuPage  County 
10.0% 


Retailers'  Occupation  And  Use  Tax  (Sales  Tax) 
Revenues  By  County 


LiST  EIGHT  FISCAL  TEARS 
(Is  Thocsaxds) 


Location  of  Retailer 

12  Months 

Ended 
09/30/81 

%of 
Total 

12  Months 

Ended 
09/30/82 

%of 
Total 

15  Months 

Ended 
12/31/83 

%of 
Total 

12  Months 

Ended 
12/31/84 

City  of  Chicago 

5111,996 

40.86 

5113,505 

40.76 

5147,532 

39.17 

5119,322 

Suburbar.  Cook  County 

136,884 

49.94 

138,729 

49.82 

191,761 

50.92 

175,446 

DuPage  County 

11,534 

4.21 

12,136 

4.36 

17,528 

4.66 

15,737 

Kane  County 

3,439 

1.25 

3,479 

1.25 

4,948 

1.31 

4,431 

Lake  County 

5,409 

1.97 

5,766 

2.07 

8,174 

2.17 

7,452 

McHcnry  County 

1,593 

0.58 

1,619 

0.58 

2,235 

0.59 

2,152 

Will  County 

3,268 

1.19 

3,236 

1.16 

4,435 

1.18 

3,837 

Total  retailer's  occupation 

and  use  tax  (sales  tax)  revenue 

$274,123 

100.00 

5278,470 

100.00 

$376,613 

100.00 

$328,377 

'Tax  was  first  effective  on  November  1,  1979. 
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Sales  T.\x  REVE>njE  Distribution  By  County/Citt  Of  Chicago 


Suburban  Cook  County 
54.0% 


Lake  County 
2.6% 


McHenry  County 
0.7% 


Will  County 
1.2% 


Kane  County 

1.4% 


City  of  Chicago 

34.9% 


^uPage  County 
5.2% 


12  Months 

12  Months 

12  Months 

12  Months 

%of 

Ended 

%of 

Ended 

%of 

Ended 

%of 

Ended 

%of 

Total 

12/31/85 

Total 

12/31/86 

Total 

12/31/87 

Total 

12/31/88 

Total 

36.34 

S123.955 

36.20 

5132,201 

35.87 

$136,920 

35.43 

5146,037 

34.87 

53.43 

182,773 

53.37 

197,363 

53.54 

207,453 

53.68 

226,332 

54.05 

4.79 

16,993 

4.96 

18,615 

5.05 

19,769 

5.12 

21,845 

5.22 

1.35 

4,615 

1.35 

4,927 

1.34 

5,427 

1.41 

5,927 

1.42 

2.27 

7,936 

2.33 

8,798 

2.39 

9,696 

2.51 

10,702 

2.56 

0.65 

2,088 

0.61 

2,305 

0.63 

2,524 

0.65 

2,867 

0.68 

1.17 

4,081 

1,18 

4,370 

1.18 

4,650 

1.20 

5,042 

1.20 

100.00 

5342,441 

100.00 

5368,579 

100.00 

5386,439 

100.00 

5418,752 

100.00 
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Service  DrvisiON  Operating  Characteristics 


CHICAGO  TRANSIT  AUTHORmf 

•  Serves  the  City  of  Chicago 

ind  38  neighboring  suburbs 

Rapid  Transit 

•  249     miles  of  track 

•  143      stations  served 
•1,200    rapid  transit  cars 
•2,116    daily  train  departures 

•  12.5      million  riders  per  month 

Motor  Bus 


•  133      bus  routes 

•1,904    buses  operating  during 
peak  periods 

•  35.4     million  riders  per  month 

Paratransit 


200     non-CTA  owned  private 
operated  vehicles 
55      thousands  riders  per  month 


METRA 
COMMUTER  RAIL  DIVISION 

1,200  miles  of  track 

100  communities  served 

233  stations 

131  locomotives 

686  passenger  cars 

209  electric  cars 

3,603  trains  operated  per  week 

95.9%  on-time  performance  in  1987 

5.8  million  passengers  per  month 


PACE 
SUBURBAN  BUS  DIVISION 


Fixed  Route 


• 

8 

public  contract  carriers 

• 

4 

owned  and  operated  by 
carriers 

• 

13 

pnvatc  contract  earners 

• 

134 

regular  routes 

• 

100 

feeder  routes 

• 

200 

communities  served 

• 

98 

commuter  rail  and  rapid 
transit  stations  served 

• 

504 

vehicles  in  used  during 
peak  periods* 

• 

3.0 

million  riders  per  month 

Paratransit 

62 

142 


160 


104 


local  services 

Pace  owned  lift-equipped 

buses  in  service 

taxis  and  other  non-Pace 

owned  vehicles  in  service 

thousand  riders  per  month 


Includes  Contract  Carriers 


Allocation  Of  Capital  Funds  To  Northeast  Illinois 


SECriOWS  3,  9  AND  23 
(Is  Miujoss) 


Federal 

Fiscal 

Year 


Total 
Awarded 


Chicago 

Transit 

Authority 


Commuter 

Riil 
Division 


Suburban 

Bus 
Division 


City  of 
Chicago 


RTA 


1979 

$146.42 

S  45.52 

5  35.37 

S  0.53 

$65.00 

$0- 

1980 

169.11 

63.11 

50.40 

5.60 

50.00 

•0- 

1981 

220.63 

100.47 

72.36 

19.80 

28.00 

-0- 

1982 

204.85 

109.05 

89.10 

6.70 

■0- 

-0- 

1983 

278.45 

167.40 

101.95 

9.10 

-0- 

-0- 

1984 

269.96 

157.90 

76.56 

35.50 

-0- 

-0- 

1985 

231.40 

141.20 

75.40 

14.80 

-0- 

-0- 

1986 

237.36 

141.45 

77.20 

18.19 

-0- 

0.52 

1987 

243.30 

142.90 

84.20 

16.20 

-0- 

-0- 

1988 

245.72 

154.18 

72.93 

18.61 

-0- 

■0- 

Total 

52,247.20 

$1,223.18 

$735.47 

$145.03 

$143.00 

$0.52 
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System  Ridership 


1979-1988 
CAV  MlLUONS) 


900  T 


600 


300 


79         80 

81          82 

83        84         85 

86        87 

n  Pace 

n   Metra 

m   CTARail 

G   CTABus 

Unlinked  Passenger  Trips 


L.\ST  TEN  CALENDAR  TEARS 
(In  MiLLIONS) 


Service  Consumed: 


1979 


1980 


1981 


1982 


1983 


1984 


1985 


1986 


1987 


1988 


CTA 

Commuter  Rail 
Suburban  Bus 
Totil 
Percent  Change 


711.6 
79.5 
35.4 

826.5 


3.7% 


696.6 
81.9 
38.2 

816.7 


643.3 
70.4 
27.4 

741.1 


616.1  614.6  638.2 

60.5  59.2  62.1 

27.7  31.2  36.1 


704.3 


705.0 


736.4 


644.4  610.9  586.3  574.9 

64.5  64.6  66.7  69.9 

38.4  36.1  35.6  36.7 

747.3  711.6  688.6  681.5 


(1.2%) 


(9.3%) 


(5.0%) 


4.5% 


1.5% 


(4.8%)         (3.2%)        (1.0%) 
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LEa\L  Debt  Capacity 


LegjU.  Debt  Margin; 

Debt  limitation  per  Act  for  General  Obligations 

Debt  applicable  to  limitation: 
1986A  General  Obligation  Bonds 
1987A  General  Obligation  Notes 
Less:  Amount  available  for  repayment 

Total  debt  applicable  to  limitation 

Debt  Margin  for  General  Obligations 

Debt  limitation  per  Act  for  Working  Cash  Notes 

ToT,\L  Legal  DebT  Margin 


$33,480,000 
32,200,000 
(19,608,019) 


$400,000,000 


46,071,981 

353,928,019 
100,000,000 

$453,928,019 


Revenue  Test: 
Sales  Tax  must  be  1.5  times  greater  than  debt  service  requirements 
Revenues  available  must  be  2.0  times  greater  than  debt  service  requirements 

Debt  Service  Rjcquirements  for  1988  were  $35,853,451 

1.5  X  $35,853,451  -  $53,780,177  vs.  $418,751,954  of  Sales  Tax 

2.0  X  $35,853,451  -  $71,706,902  vs.  $581,072,666  of  revenues  available 
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REPORT  OF  INDEPENDENT  AUDITORS 


Chicago  Transit  Board 
Chicago  Transit  Authority 
Chicago,  Illinois 


We  have  audited  the  accompanying  balance  sheets  of  the  Chicago  Transit 
Authority  (an  Illinois  municipal  corporation)  as  of  December  31,  1938 
and  December  26,  1987,  and  the  related  statements  of  operations  and 
accumulated  deficit  and  changes  in  financial  position  for  the  fiscal 
years  then  ended.   These  financial  statements  are  the  responsibility  of 
the  Authority's  management.   Our  responsibility  is  to  express  an  opin- 
ion on  these  financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  generally  accepted  auditing 
standards.   Those  standards  require  that  we  plan  and  perform  the  audit 
to  obtain  reasonable  assurance  about  whether  the  financial  statements 
are  free  of  material  misstatement.   An  audit  includes  examining,  on  a 
test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the 
financial  statements.   An  audit  also  includes  assessing  the  accounting 
principles  used  and  significant  estimates  made  by  management,  as  well 
as  evaluating  the  overall  financial  statement  presentation.   We  believe 
that  our  audits  provide  a  reasonable  basis  for  our  opinion. 

As  discussed  in  Note  G  the  Chicago  Transit  Authority  has  restated  its 
1987  financial  statements  to  properly  record  its  estimate  of  the  lia- 
bility for  injuries  and  damages.  Accordingly,  our  present  opinion  on 
the  1987  financial  statements  has  been  changed  to  exclude  the  exception 
to  the  understatement  of  the  liability  for  injuries  and  damages  which 
was  expressed  in  our  report  dated  April  22,  1988. 

In  our  opinion,  the  financial  statements  referred  to  above  present 
fairly,  in  all  material  respects,  the  financial  position  of  the  Chicago 
Transit  Authority  at  December  31,  1988  and  December  26,  1987,  and  the 
results  of  its  operations  and  the  changes  in  its  financial  position  for 
the  fiscal  years  then  ended  in  conformity  with  generally  accepted 
accounting  principles. 


-1- 


Our  audit  was  made  for  the  purpose  of  forming  an  opinion  on  the  afore- 
mentioned financial  statements  taken  as  a  whole.   The  accompanying 
Schedule  of  Revenues  and  Expenses — Budget  and  Actual--Budgetary  Basis 
is  presented  for  purposes  of  additional  analysis  and  submission  to  the 
Regional  Transportation  Authority  and  is  not  a  required  part  of  the 
financial  statements  of  the  Chicago  Transit  Authority.   Such  informa- 
tion has  been  subjected  to  the  auditing  procedures  applied  in  our  audit 
of  the  financial  statements  and,  in  our  opinion,  is  fairly  stated  in 
all  material  respects  in  relation  to  those  financial  statements  taken 
as  a  whole. 


/3<-t-*-«--»TA.<^ 


Chicago,  Illinois 
April  26,  1989 


BALANCE  SHEETS 

CHICAGO  TRANSIT  AUTHORITY 


ASSETS 


December  31 
1988 


December  26 
1987 


CURRENT  ASSETS 

Cash  and  short-term  investments-- 
Notes  D  and  G: 
Unrestricted 
Restricted 


17,336,174 
53,643,304 
70,979,478 


22,091,415 
59,613,570 
81,704,985 


Grants  receivable: 

Due  from  the  RTA--Note  E 
Capital  improvement  projects  from 
federal  and  state  sources 


36,780,424 

12,530,091 
49,310,515 


42,120,022 

13,089,699 
55,209,721 


Accounts  and  miscellaneous  grants 

receivable 
Materials  and  supplies 
Prepaid  expenses  and  other  assets 

TOTAL  CURRENT  ASSETS 


8,509,218 

51,294,709 

2,397,846 

182,491,766 


9,782,668 

49,985,732 

2,425,643 

199,108,749 


OTHER  ASSETS 

Investments  designated  for  employees' 
deferred  compensation-- 
Notes  D  and  H 
Other 

TOTAL  OTHER  ASSETS 


92,688,468 

4,466,393 

97,154,861 


78,640,529 

3,745,046 

82,385,575 


TRANSPORTATION  PROPERTY  AND 
EQUIPMENT--Note  I 
Land 

Rail  system 
Bus  system 
Other  equipment 


18,884,047 

1,093,916,966 

344,274,947 

66,857,404 

1,523,933,364 

(533,296,597) 


17,410,284 

1,074,498,943 

337,851,102 

61,597,355 
1,491,357,684 

(479,620,624) 


Less  allowance  for  depreciation 

TOTAL  TRANSPORTATION 
PROPERTY  AND  EQUIPMENT      990,636,767     1,011,737,060 


TOTAL  ASSETS   £1 ■270.283.394    $1 .293.231.384 


December  31      December  26 
1988  1987 


LIABILITIES  AND  FUND  EQUITY 

CURRENT  LIABILITIES 

Accounts  payable  $    39,666,507    $    43,481,789 

Accrued  payroll  and  current 

portion  of  vacation  and 

workers'  compensation  benefits  57,939,337       56,344,471 

Due  City  of  Chicago--Note  F  -         12,400,000 

Deferred  passenger  revenue  3,095,944        5,532,081 

Advances,  deposits  and  other  12,473,199       13,136,868 

Estimated  current  portion  of 

injury  and  damage  reserve--Note  G         9,960,000        9,400,000 
Deferred  operating  assistance-- 

Note  E  18,559,496        21,058,218 

TOTAL  CURRENT  LIABILITIES      141,694,483       161,353,427 

LONG-TERM  LIABILITIES 

Vacation  and  workers'  compensation 

benefits,  less  current  portion 
Injury  and  damage  reserve,  less 

current  portion--Note  G 
Employees'  deferred  compensation 

plan--Note  H 
Accrued  pension  costs--Note  J 
Other  long-term  liabilities 

TOTAL  LONG-TERM  LIABILITIES      264,692,344       237,541,978 
TOTAL  LIABILITIES      406,386,827       398,895,405 

COMMITMENTS--Note  N 

FUND  EQUITY 

Contributed  capital--Note  K  1,012,699,671  1,029,560,970 

Accumulated  def icit--Note  L  (148,803,104)  (135,224,991) 

TOTAL  FUND  EQUITY  863,896,567  894,335,979 


10, 

,088, 

.509 

11, 

,932, 

.937 

38, 

,436, 

.591 

37, 

.076, 

.340 

92, 

.688, 

.468 

78, 

.640, 

,529 

114, 

.710, 

.174 

102, 

.873, 

,814 

8, 

.768, 

.602 

7, 

.018, 

358 

TOTAL  LIABILITIES 

AND  FUND  EQUITY   £1.270.283.394    SI .  293 . 2 3 1 . 3 84 


See  notes  to  financial  statements. 


STATEMENTS  OF  OPERATIONS  AND  ACCUMULATED  DEFICIT 
CHICAGO  TRANSIT  AUTHORITY 


OPERATING  EXPENSES 
Labor 

Materials  and  supplies 
Fuel  for  revenue  equipment 
Electric  power  for  revenue  equipment 
Provision  for  injuries  and  damages 
Maintenance  and  repairs,  utilities,  rent  and  other 


Provision  for  depreciation 
Interest  expense 


SYSTEM-GENERATED  REVENUE 
Fare  box  revenue 
Pass  revenue 


Advertising  and  concessions 

Interest  income 

Contributions  from  local  governmental  units 

Sale  of  tax  benef its--Note  M 

Charter  service 

Other  revenue 

OPERATING  EXPENSES  IN  EXCESS 
OF  SYSTEM-GENERATED  REVENUE 

PUBLIC  FUNDING  FROM  RTA--Note  E 
Operating  assistance 

GAIN  ON  SETTLEMENT  OF  AMOUNTS  DUE 
TO  CITY  OF  CHICAGO--Note  F 

NET  LOSS 

Add  credit  arising  from  transfer  of  provision 
for  depreciation  of  transportation  property 
and  equipment  acquired  from  grants  to 
contributed  capital 

INCREASE  IN  ACCUMULATED  DEFICIT 

Accumulated  deficit  at  beginning  of  year, 
as  restated — Notes  G  and  L 

ACCUMULATED  DEFICIT 
AT  END  OF  YEAR 


Fifty-Three 

Fil 

Ety-Two 

Weeks  Ended 

Wee) 

cs  Ended 

December  31 

December  26 

1988 

L987 

$497,260, 

.898 

$466, 

,343, 

.484 

56,158, 

.660 

53, 

,441, 

.515 

11,420, 

.574 

12, 

,369, 

.081 

21,143, 

.493 

22, 

,687, 

,759 

17,934, 

.400 

24, 

,200, 

.004 

59,245, 

.601 

46, 

,218, 

.097 

663,163, 

.626 

625, 

.259, 

.940 

56,821, 

.485 

51, 

,941, 

.137 

- 

1, 
678, 

.213, 

.415, 

.981 

719,985, 

.111 

.053 

243,998, 

.141 

222, 

.400, 

.095 

79,648, 

,409 

78, 

.921, 

.121 

323,646, 

.550 

301, 

.321, 

.216 

3,969, 

,883 

3, 

.854, 

.921 

6,042, 

037 

6, 

.022, 

.854 

5,000, 

000 

5, 

.000, 

.000 

- 

1, 

.249, 

.336 

414, 

845 

552, 

.379 

3,282, 

246 

3, 

,301, 

,482 

342,355, 

,561 

321, 

,302, 

,183 

377,629, 

550 

357, 

,112, 

,870 

311,308,065 
66,321,485 


66,321,485 


52,743,372 
13,578,113 


297, 

.886, 

,589 

59, 

.226, 

.281 

11, 

.239, 

.422 

47,986,859 


47,029,891 
956,968 


135,224,991    134,268,023 
;I48.8Q3. 104   $135.224.991 


See  notes  to  financial  statements. 


STATEMENTS  OF  CHANGES  IN  FINANCIAL  POSITION 
CHICAGO  TRANSIT  AUTHORITY 


Fifty-Three 

Weeks  Ended 

December  31 

1988 


Fifty -Two 

Weeks  Ended 

December  26 

1987 


FROM  OPERATIONS 

Operating  expenses  in  excess  of 

system-generated  revenue 
Add  (deduct)  items  not  affecting 
unrestricted  cash: 

Provision  for  depreciation 
Increase  in  accrued  pension  costs 
Increase  in  injury  and  damage  reserve 
Increase  (decrease)  in  accounts 

payable  and  accrued  liabilities 
Decrease  (increase)  in  materials  and 

supplies  inventory 
Decrease  in  grants  and  accounts  receivable 
USE  OF  UNRESTRICTED  CASH  FROM 
OPERATIONS  WITHOUT  PUBLIC  FUNDING 

Public  funding  from  the  RTA: 
Operating  assistance 

INCREASE  IN  UNRESTRICTED 
CASH  FROM  OPERATIONS 

FINANCING  AND  CAPITAL  PROJECT  ACTIVITIES 
Retirement  of  working  cash  notes 
Payment  of  pension  note  payable  and  accrued 

interest 
Grants  for  capital  improvements 
Additions  to  transportation  property  and 

equipment,  net  of  retirements 


OTHER  SOURCES  (APPLICATIONS) 

Decrease  in  due  City  of  Chicago 
Decrease  in  deferred  operating  assistance 
(Increase)  decrease  in  restricted  cash 
Decrease  in  advances  and  deposits 
Increase  (decrease)  in  other  long-term 

liabilities 
Gain  on  settlement  with  City  of  Chicago 
Other 

DECREASE  IN  UNRESTRICTED  CASH 

Unrestricted  cash  at  beginning  of  year 

UNRESTRICTED  CASH  AT  END  OF  YEAR 


$(377,629,550)   $(357,112,870) 


56,821,485 

11,836,360 

1,920,251 

(6,500,981) 

(1,308,977) 
7,172,656 

(307,688,756) 


311,308,065 


3,619,309 


35,882,073 

(35,721,192) 

160,881 

(12,400,000) 
(2,498,722) 
5,980,608 
(663,669) 

1,750,244 

(693,550: 


(3, 

.525, 

.089) 

(4, 
22, 

,744, 
.091, 

.899) 
,415 

s_ 

17, 

.346. 

.IM 

51,941,137 
8,536,433 
8,020,810 

1,270,909 

355,436 
26,221,682 

(260,716,463) 


297,886,589 


37,170,126 


(40,000,000) 

(8,464,925) 
70,647,832 

(70,606,075) 
(48,423, 118) 


(13,325,525) 

(21,375,467) 
(2,749,343) 

(16, 191,060) 
11,239,422 

3,068, 112 


(39, 

.333, 

.366) 

(51, 
73, 

,036, 
,178, 

.853) 
.273 

S       22. 

,Q9l, 

.Ai4 

See  notes  to  financial  statements. 


NOTES  TO  FINANCIAL  STATEMENTS 
CHICAGO  TRANSIT  AUTHORITY 


Fiscal  Years  Ended  December  31,  1988 
and  December  26,  1987 


NOTE  A- -ORGANIZATION  DATA 


The  Chicago  Transit  Authority  ("CTA")  was  formed  in  1945  pursuant  to  the 
Metropolitan  Transportation  Authority  Act  passed  by  the  Illinois  legis- 
lature.  The  CTA  was  established  as  an  independent  governmental  agency 
(an  Illinois  municipal  corporation)  "separate  and  apart  from  all  other 
government  agencies"  to  consolidate  Chicago's  public  and  private  mass 
transit  carriers.   The  City  Council  of  the  City  of  Chicago  has  granted 
the  CTA  the  exclusive  right  to  operate  a  transportation  system  for  the 
transportation  of  passengers  within  the  City  of  Chicago. 

The  Regional  Transportation  Authority  Act  ("Act")  provides  for  the  fund- 
ing of  public  transportation  in  the  six-county  region  of  Northeastern 
Illinois.   The  Act  establishes  a  regional  oversight  board  (Regional 
Transportation  Authority  ("RTA"))  and  three  service  boards  (Chicago 
Transit  Authority,  Commuter  Rail  Board  and  Suburban  Bus  Board) .   The  Act 
requires,  among  other  things,  that  the  RTA  approve  the  annual  budget  of 
the  CTA,  that  the  CTA  obtain  agreement  from  local  governmental  units  to 
provide  an  annual  monetary  contribution  of  at  least  $5,000,000  for 
public  transportation  and  that  the  CTA  (collectively  with  the  other 
service  boards)  finance  at  least  50%  of  their  operating  costs, 
excluding  depreciation  and  certain  other  items,  from  system-generated 
sources . 

Financial  Reporting  Entity;   In  conformance  with  Governmental  Accounting 
Standards  Board  standards,  the  CTA  includes  in  its  financial  statements 
all  funds  over  which  the  Chicago  Transit  Board  exercises  oversight 
responsibility.   Oversight  responsibility  is  defined  to  include  the 
following  considerations:   selection  of  governing  authority;  designation 
of  management;  ability  to  significantly  influence  operations;  accounta- 
bility for  fiscal  matters;  the  scope  of  an  organization's  public  service, 
and/or  special  financing  relationships. 

Based  on  the  application  of  the  above  criteria,  the  fund  established 
for  the  employees'  pension  plan  has  been  determined  not  to  be  part  of 
the  reporting  entity.   The  fund  is  a  legal  entity  separate  and  distinct 
from  the  CTA.   It  is  administered  by  its  own  oversight  committee,  of 
which  the  CTA  appoints  half  the  members,  and  over  which  the  CTA  has  no 
direct  authority.   Accordingly,  the  accounts  of  this  fund  are  not 
included  in  the  accompanying  financial  statements. 
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NOTES  TO  FINANCIAL  STATEMENTS--Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  A--ORGANIZATION  DATA--Continued 

The  CTA  is  not  considered  a  component  unit  of  the  RTA  because,  based  on 
the  application  of  the  criteria  described  in  the  second  preceding  para- 
graph, the  RTA  does  not  exercise  oversight  responsibility  in  relation 
to  the  CTA.   Although  the  RTA  is  required  by  the  Act  to  approve  the 
CTA's  annual  budget,  the  Act  defines  the  sources  of  revenues  to  the  RTA 
and  the  method  of  allocation  to  the  CTA.   Further,  governing  authority 
is  entrusted  to  the  Chicago  Transit  Board  comprised  of  four  directors 
appointed  by  the  mayor  of  Chicago  and  three  directors  appointed  by  the 
governor  of  the  State  of  Illinois. 


NOTE  B--SUMMARy  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Basis  of  Presentation:   The  operations  of  the  CTA  are  accounted  for  on 
a  proprietary  fund  basis.   This  basis  is  used  when  operations  are 
financed  and  operated  in  a  manner  similar  to  private  business  enter- 
prises, where  the  intent  of  the  governing  body  is  that  the  costs  of 
providing  services  to  the  general  public  on  a  continuing  basis  be 
financed  or  recovered  primarily  through  user  charges  and  the  periodic 
determination  of  revenues  earned,  costs  incurred,  and  net  income  is 
appropriate. 

Basis  of  Accounting  and  Measurement  Focus;   The  accounts  of  the  CTA  are 
reported  using  the  "capital  maintenance"  (cost  of  services)  measurement 
focus  and  the  accrual  basis  of  accounting.   Under  the  "capital  mainte- 
nance" measurement  focus,  all  assets  and  liabilities  are  included  on 
the  balance  sheet.   Fund  equity  consists  of  contributed  capital  and 
accumulated  deficit.   Under  the  accrual  basis  of  accounting,  revenues 
are  recognized  when  earned  and  expenses  are  recognized  when  incurred. 

Investments ;   Short-term  investments  are  stated  at  cost,  which 
approximates  market.   Adjustments  are  made  to  cost,  for  any  premium  or 
discount,  which  are  amortized  over  the  maturity  of  the  investment. 
Investments  designated  for  employees'  deferred  compensation  benefits 
are  stated  at  aggregate  fair  market  value. 

Materials  and  Supplies;   Materials  and  supplies  inventories  are  stated 
at  the  lower  of  cost  or  market  value.   The  CTA  uses  the  average  cost 
method  to  determine  the  cost  of  such  inventories. 

Transportation  Property  and  Equipment  and  Depreciation:   Transportation 
property  (including  major  improvements)  and  equipment  are  recorded  at 
cost.   The  cost  of  maintenance  and  repairs  is  charged  to  operations  as 
incurred. 
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NOTES  TO  FINANCIAL  STATEMENTS--Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  B--SUMMARy  OF  SIGNIFICANT  ACCOUNTING  POLICIES--Continued 

The  provision  for  depreciation  of  transportation  property  and  equipment 
is  calculated  under  the  straight-line  method  at  amounts  based  on  the 
respective  estimated  useful  lives  of  major  asset  classifications,  as 
follows : 

Years 

Buildings  45 

Elevated  structures,  track,  tunnels 

and  power  system  20-50 

Transportation  vehicles: 

Motor  buses  12 

Rail  cars  30-33 

Signals  20 

Other  equipment  10 

Included  in  the  transportation  system  operated  by  CTA  are  certain  facil- 
ities owned  by  others.   The  CTA  has  the  exclusive  right  to  operate 
these  facilities  under  the  terms  of  the  authorizing  legislation  and 
various  long-term  leases  and  other  agreements. 

Compensated  Absences:   Substantially  all  employees  receive  compensation 
for  vacations,  holidays,  illness  and  certain  other  qualifying  absences. 
The  number  of  days  compensated  for  the  various  categories  of  absence  is 
based  generally  on  length  of  service.   Vacation  leave  which  has  been 
earned  but  not  paid  has  been  accrued  in  the  accompanying  financial  state- 
ments.  Compensation  for  holiday,  illness  and  other  qualifying  absences 
is  not  accrued  in  the  accompanying  financial  statements  because  rights 
to  such  compensation  amounts  either  do  not  accumulate  or  they  do  not 
vest. 

Retirement  Plan:   The  CTA  has  a  retirement  plan  for  all  nontemporary 
full-time  employees  with  service  greater  than  one  year.   Pension  expense 
recorded  by  the  CTA  includes  provision  for  current  service  costs  and  the 
amortization  of  past  service  cost  over  a  period  of  approximately  30 
years. 

Sale  of  Tax  Benefits:   The  CTA  records,  as  current  income,  the  net 
proceeds  received  from  the  sale  of  tax  benefits  of  buses  and  rail  cars. 

Reclassifications ;   Certain  amounts  in  the  1987  financial  statements 
have  been  reclassified  to  conform  with  the  1988  presentation. 
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NOTES  TO  FINANCIAL  STATEMENTS--Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  C--BUDGET  AND  BUDGETARY  BajIS  OF  ACCOUNTING 

The  CTA  is  required  by  the  Regional  Transportation  Authority  Act  ("Act") 
to  submit  for  approval  an  annual  budget  to  the  Regional  Transportation 
Authority  ("RTA")  by  November  15  prior  to  the  commencement  of  each 
fiscal  year.   The  Metropolitan  Transportation  Authority  Act  requires 
that  no  expenditures  for  operations  and  maintenance  in  excess  of  budget 
be  made  without  approval  of  the  Board  of  Directors. 

The  budget  is  prepared  on  a  basis  consistent  with  generally  accepted 
accounting  principles  except  for  the  exclusion  of  certain  expenses  which 
do  not  qualify  under  the  Act  for  public  funding,  principally  deprecia- 
tion expense  and  pension  expense  in  excess  of  pension  contributions. 
The  CTA's  operating  expenses  on  a  budgetary  basis  exceeded  the  budgeted 
amount  of  $653,623,924  by  $39,698.   All  annual  appropriations  lapse  at 
fiscal  year-end. 

Annual  RTA  appropriations  do  not  lapse,  as  the  RTA  funds  the  budgets  of 
the  service  boards  rather  than  the  actual  deficits.   Favorable  variances 
from  budget  remain  as  deferred  operating  assistance  to  the  operating 
entity,  and  can  be  used  in  future  years  with  budgetary  approval. 

The  RTA  approves  the  proposed  budget  based  on  a  number  of  criteria: 

1.  That  the  budget  is  in  balance  with  regard  to  anticipated  revenues 
from  all  sources  including  operating  subsidies  and  the  costs  of 
providing  services  and  funding  operating  deficits  of  encumbrances 
incurred  in  prior  periods,  including  principal  and  interest  due  on 
outstanding  indebtedness; 

2.  That  the  budget  provides  for  sufficient  cash  balances  to  pay  with 
reasonable  promptness  all  costs  and  expenses  incurred; 

3.  That  the  budget  provides  for  the  CTA  to  meet  its  required  system- 
generated  revenue  recovery  rates;  and 

4.  That  the  budget  is  reasonable,  prepared  in  accordance  with  sound 
financial  practices  and  complies  with  such  other  RTA  requirements 
as  the  RTA  Board  of  Directors  may  establish. 

The  RTA  monitors  the  CTA's  performance  against  the  budget  on  a  quarterly 
basis  and  if,  in  the  judgment  of  the  RTA,  this  performance  is  not 
substantially  in  accordance  with  CTA's  budget  for  such  period,  the  RTA 
shall  so  advise  the  CTA  and  the  CTA  must,  within  the  period  specified  by 
the  RTA,  submit  a  revised  budget  incorporating  such  results,  in  order  to 
bring  the  CTA  into  compliance  with  the  budgetary  requirements  listed 
above. 
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NOTES  TO  FINANCIAL  STATEMENTS--Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  D--CASH  AND  INVESTMENTS 

At  December  31,  1988.  the  carrying  amount  of  the  CTA's  deposits  was  an 
overdraft  of  ($155,722)  and  the  balance  per  the  banks  was  $10,555,135. 
Of  those  bank  balances,  $2,422,555  was  covered  by  federal  depository 
insurance  and  $8,132,579  was  uninsured.   The  entire  uninsured  amount  was 
covered  by  collateral  held  by  the  CTA's  custodial  bank  in  the  CTA's  name. 

Chapter  85,  section  902  of  the  Illinois  Revised  Statutes  authorizes  the 
CTA  to  invest  in  obligations  of  the  United  States  Treasury  and  United 
States  agencies,  direct  obligations  of  any  bank,  commercial  paper  rated 
within  the  three  highest  classifications  set  by  two  standard  rating 
services,  or  money  market  mutual  funds  investing  in  obligations  of  the 
United  States  Treasury  and  United  States  agencies. 

The  CTA's  short-term  investments  at  year-end  were  entirely  covered  by  a 
master  trust  agreement  with  a  custodial  bank.   Under  the  terms  of  this 
agreement,  the  custodial  bank  or  its  agent  holds  all  instruments  in  the 
CTA ' s  name . 

Excluded  from  the  master  trust  agreement  are  investments  in  pools 
($92,588,468)  managed  by  a  third-party  administrator  under  the 
Employees'  Deferred  Compensation  Plan  Agreement. 

The  CTA's  cash  and  short-term  investments  at  year-end  are  as  follows: 

Carrying       Market 
Amount        Value 


Repurchase  agreements  $35,590,000  $35,854,335 

Commercial  paper  29,371,452  29,371,452 
United  States  Treasury 

securities  6,073,748  5,966,280 

71,135,200    $71. 192.067 
Cash  disbursements  in  excess 

of  deposits  (155,722) 

£70.979.478 
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NOTES  TO  FINANCIAL  STATEMENTS--Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  D--CASH  AND  INVESTMENTS--Continued 

Restricted  cash  and  short-term  investments  have  been  segregated  into  the 
following  amounts: 

1988         1987 


Deferred  operating  assistance 

from  RTA  $18,559,496  $21,053,218 
Monies  committed  for  capital 

expenditures  8,772,015  9,913,031 

Due  to  governmental  units  -  6,849,121 

Due  to  funding  agencies  3,140,507  3,140,507 

Damage  reserve — Note  G  23, 171, 186  18,652, 543 

$53.643.304   $59.613.570 

NOTE  E--PUBLIC  FUNDING  FROM  THE  REGIONAL  TRANSPORTATION  AUTHORITY 

As  discussed  in  Note  A,  the  Regional  Transportation  Authority  Act 
("Act")  establishes  a  regional  oversight  board  (Regional  Transportation 
Authority  ("RTA")).   The  Act  also  defines  the  sources  of  funding  to  the 
RTA.   Under  the  Act,  each  service  board  is  entitled  to  a  portion  of  the 
funds  received  by  RTA.   The  allocation  of  these  funds  to  each  service 
board  is  based  on  various  methods  as  defined  in  the  Act.   For  fiscal 
years  1988  and  1987,  the  CTA's  allocations  of  funds  received  from  the 
RTA  were  $309,799,000  and  $285,854,000,  respectively,  which  were  used 
to  substantially  fund  the  1988  and  1987  operating  deficits.   In  addi- 
tion, the  CTA  used  $1,509,065  and  $12,032,539  of  deferred  operating 
assistance  received  in  prior  years  to  fund  the  1983  and  1987  operating 
deficits,  respectively. 

NOTE  F--DUE  CITY  OF  CHICAGO 

On  August  1,  1981,  the  City  of  Chicago  ("City")  and  the  CTA  entered 
into  a  Financial  Assistance  Agreement  ("Agreement")  under  which  the 
City  agreed  to  grant  to  the  CTA  $20,000,000.   Grants  received  under  the 
Agreement  were  to  be  used  by  the  CTA  in  providing  public  transportation 
services  during  the  grant  period.   In  accordance  with  the  Agreement, 
the  City  could  demand  repayment  of  this  amount  in  the  event  that  the 
CTA's  cash  resources  exceeded  existing  or  projected  cash  requirements. 
During  1982,  $3  million  of  these  grants  were  repaid  by  the  RTA  on 
behalf  of  the  CTA. 
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NOTES  TO  FINANCIAL  STATEMENTS--Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  r--DUE  CITY  OF  CHICAGO--Continued 

On  February  23,  1988,  the  City  and  the  CTA  entered  into  a  settlement 
agreement  totaling  $12,400,000,  whereby  the  CTA  agreed  to  pay  the  City 
$5,760,578  and  the  City  has  agreed  to  forgive  repayment  of  the  remain- 
ing $11,239,422,  which  gain  has  been  presented  separately  in  the  1987 
statement  of  operations.   Further,  under  certain  operating  and  lease 
agreements,  the  CTA  was  obligated  to  make  payments  for  the  purpose  of 
reimbursing  the  City  for  expenditures  made  in  equipping  related 
facilities.   In  1987,  the  CTA  had  accrued  rent  of  $5,539,422  due  to  the 
City  under  these  agreements.   On  February  23,  1988,  as  part  of  the 
settlement  agreement,  the  City  and  the  CTA  agreed  to  the  payment  of 
this  amount  and  the  City  waived  its  rights  to  receive  future  rent  due 
under  these  agreements. 


NOTE  G--DAMAGE  RESERVE 

Chapter  111  2/3,  section  339  of  the  Illinois  Revised  Statutes  requires 
the  CTA  to  establish  a  damage  reserve  in  order  to  provide  for  the  adjust- 
ment, defense,  and  satisfaction  of  all  suits,  claims,  demands,  rights 
and  causes  of  action  and  the  payment  and  satisfaction  of  all  judgments 
entered  against  the  CTA  for  damages  caused  by  injury  to  or  death  of  any 
person  and  for  damages  to  property  resulting  from  the  construction, 
maintenance  and  operation  of  the  transportation  system. 

The  statute  also  requires  the  CTA  to  separately  fund  the  damage  reserve. 
In  recent  years  the  CTA  has  sought  to  conserve  its  cash  resources  and 
protect  against  delays  in  the  receipt  of  operating  assistance;  therefore, 
transfers  from  unrestricted  cash  into  the  damage  reserve  fund  were  made 
only  when  required  to  meet  current  obligations.   It  is  the  present  policy 
of  the  CTA  to  fund  the  provision  for  the  damage  reserve  ($4,518,643 
increase  in  damage  reserve  fund  in  1988).   At  December  31,  1988  and  Decem- 
ber 25,  1987,  unrestricted  cash  and  short-term  investments  amounting  to 
$25,225,405  and  $27,823,797,  respectively,  would  need  to  be  transferred 
to  restricted  cash  and  short-term  investments  in  order  to  separately  fund 
the  damage  reserve.   See  Note  C  regarding  amounts  maintained  in  this  fund. 

The  1987  financial  statements  have  been  restated  to  properly  record  the 
estimate  of  the  liability  for  injuries  and  damages.   The  effect  of  this 
restatement  was  to  increase  the  injury  and  damage  reserve  and  accumulated 
deficit  as  of  December  26,  1987  by  $7,000,000. 
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NOTES  TO  FINANCIAL  STATEMENTS--Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  G--DAMAGE  RESERVE--Continued 

The  CTA  has  entered  into  a  Loss  Financing  Plan  ("Plan")  with  the  RTA 
that  permits  the  CTA  to  receive  monies  necessary  to  pay  damages  and 
losses  in  excess  of  $2.5  million  up  to  a  maximum  of  $47.5  million  from 
a  fund  established  by  the  RTA.   The  CTA  is  obligated  to  reimburse  the 
fund  for  any  damages  paid;  however,  in  no  event  shall  reimbursement 
payments  including  interest  exceed  $3.5  million  in  any  one  year.   As  of 
December  31,  1988,  the  CTA  has  not  used  the  Plan  to  pay  any  damages  or 
losses. 


NOTE  H--EMPLOYEES'  DEFERRED  COMPENSATION  PLAN 

The  CTA  offers  its  employees  a  deferred  compensation  plan  created  in 
accordance  with  Internal  Revenue  Code  section  457.   The  plan,  available 
to  all  CTA  employees,  permits  deferral  of  a  portion  of  compensation 
until  future  years.   The  deferred  amount  is  not  available  to  employees 
until  termination,  retirement,  death,  or  unforeseeable  emergency. 

All  amounts  of  compensation  deferred  under  the  plan,  all  property  and 
rights  purchased  with  those  amounts,  and  all  income  attributable  to 
those  amounts,  property,  or  rights  are  (until  paid  or  made  available  to 
the  employee  or  other  beneficiary)  solely  the  property  and  rights  of 
the  CTA  (without  being  restricted  to  the  provisions  of  benefits  under 
the  plan),  subject  only  to  the  claims  of  the  CTA's  general  creditors. 
Participants'  rights  under  the  plan  are  equal  to  those  of  general  credi- 
tors of  the  CTA  in  an  amount  equal  to  the  fair  market  value  of  the 
deferred  amount  for  each  participant. 

It  is  the  opinion  of  the  CTA's  plan  counsel  that  the  CTA  has  no  liabil- 
ity for  losses  under  the  plan  but  does  have  the  duty  of  due  care  that 
would  be  required  of  an  ordinary  prudent  investor.   The  CTA  believes 
that  it  is  unlikely  that  it  will  use  the  assets  to  satisfy  the  claims 
of  general  creditors  in  the  future. 

Participating  employees  may  request  that  their  deferred  compensation  be 
invested,  at  the  discretion  of  the  CTA,  in  any  of  several  investment 
funds.   The  recorded  amounts  are  stated  at  aggregate  fair  market  value 
of  such  investment  funds.   All  costs  and  expenses  of  administering  the 
plan  are  borne  by  the  participants. 
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NOTES  TO  FINANCIAL  STATEMENTS- -Continued 
CHICAGO  TRANSIT  AUTHORir/ 


NOTE  H--EMPLOYEES'  DEFERRED  COMPENSATION  PLAN--Continued 


Plan  activity  was  as  follows: 


Balance  at  beginning  of  year 
Additions  (deductions): 

Employee  contributions 

Plan  earnings 

Administrative  expenses 

Employee  withdrawals 

Balance  at  end  of  year 


1988 


1987 


$78,640,529    $65,543,661 


12,687,509 
6,827,018 
(93,812) 
(5,372,776) 


10,431,728 
6,123,713 
(107,309) 
(4,451,264) 


£q2.688.468    £73.640.529 


NOTE  I --TRANSPORTATION  PROPERTY  AND  EQUIPMENT 

As  of  December  31,  1988,  the  CTA  has  capital  grant  contracts  with  the 
federal  Department  of  Transportation,  Urban  Mass  Transportation 
Administration  (DOT-UMTA)  and  with  the  State  of  Illinois  Department  of 
Transportation  (Illinois  DOT)  under  the  Transportation  Bond  Act  for 
approximately  $1.6  billion.   Under  these  contracts  the  CTA  has  acquired 
additional  rapid  transit  cars  and  is  constructing,  renewing  and  improv- 
ing various  portions  of  track  structures  and  related  operating  facil- 
ities and  systems.   It  is  anticipated  that  DOT-UMTA  will  finance 
approximately  30%  of  the  total  cost  of  these  projects,  with  the  balance 
of  the  cost  being  financed  principally  by  the  Illinois  DOT.   Through 
December  31,  1938,  approximately  $1.2  billion  has  been  expended  by  the 
CTA  under  these  capital  grant  contracts,  and  substantial  commitments 
have  been  entered  into  for  the  remainder. 
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NOTES  TO  FINANCIAL  STATEMENTS--Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  I --TRANSPORTATION  PROPERTY  AND  EQUIPMENT--Continued 

Additional  information  with  respect  to  transportation  property  and 
equipment  of  the  CTA  is  as  follows: 

1988  1987 


Funding  source: 

Federal  (DOT-UMTA)  $1,029,014,130  $1,003,536,301 
State  (principally 

Illinois  DOT)  239,653,495  235,843,993 

City  of  Chicago  ,111,799,720  111,852,586 
CTA  (generally  prior  to 

1973)  118,885,782  121,244,092 

Other  24,580,237  18,880,712- 

SI. 523. 933. 364  SI . 491 . 3 57 ■ 634 

Type  of  property: 

Land  $    18,884,047  $    17,410,234 

Buildings  250,228,350  242,208,864 
Elevated  structures, 
tracks,  tunnels  and 

power  system  361,647,853  351,127,571 

Transportation  vehicles  737,450,943  735,735,799 

Signals  88,864,267  83,277,811 

Other  equipment  66,857,404  61,597,355 

Sl.523.933.364  SI ■ 491 . 357 . 684 


NOTE  J--DEFINED  BENEFIT  PENSION  PLAN 

Plan  Descriptions:   The  Employees'  Retirement  Plan  ("Plan")  is  a 
single-employer  public  employee  retirement  system  established  in  1949 
and  governed  by  the  terms  of  the  employees'  collective  bargaining 
agreement.   The  CTA ' s  payroll  for  employees  covered  by  the  Plan  for 
1988  was  $361,042,130;  the  CTA ' s  total  payroll  was  $398,579,658.   All 
nontemporary  full-time  employees  who  have  completed  12  months  of 
continuous  service  are  covered  by  the  Plan.   Employees  who  retire  at  or 
after  65  (or  after  completion  of  25  years  of  continuous  service  with 
full  benefits  or  at  age  55  with  reduced  benefits)  are  entitled  to  an 
annual  retirement  benefit  payable  monthly  for  life,  in  an  amount  based 
upon  compensation  and  credited  service.   The  Plan  also  provides  death, 
disability  and  hospitalization  benefits. 
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NOTES  TO  FINANCIAL  STATEMENTS--Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  J--DEFINED  BENEFIT  PENSION  PLAN--Continued 

Funding  Status  and  Progress:   The  amounts  shown  in  the  table  below  as 
the  "pension  benefit  obligation"  are  standard  disclosure  measures  of 
the  present  value  of  pension  benefits,  adjusted  for  the  effects  of 
projected  salary  increases  and  step-rate  benefits,  estimated  to  be 
payable  in  the  future  as  a  result  of  employee  service  to  date.   The 
standard  measure  is  intended  to  help  users  assess  the  funding  status  of 
the  systems  on  a  going  concern  basis,  assess  progress  made  in  accumu- 
lating sufficient  assets  to  pay  benefits  when  due,  and  make  comparisons 
among  employers.   The  measure  is  the  actuarial  present  value  of  credited 
projected  benefits  and  is  independent  of  the  funding  method  used  to 
determine  contributions  to  the  systems. 

The  pension  benefit  obligation  for  the  Plan  was  computed  as  part  of  the 
actuarial  valuation  performed  as  of  January  1,  1988.   Significant  actu- 
arial assumptions  used  in  the  valuation  include  (a)  a  rate  of  return 
on  the  investment  of  present  and  future  assets  of  8.25%  per  year  (b) 
projected  salary  increases  of  5%   per  year  and  (c)  no  postretirement 
benefit  increases. 

The  total  unfunded  pension  benefit  obligation  applicable  to  the  Employ- 
ees' Retirement  Plan  at  January  1,  1988  is  disclosed  in  the  table  below: 

Employees ' 

Retirement 

Plan 


Pension  benefit  obligation: 

Retirees  and  beneficiaries  currently 
receiving  benefits  and  terminated 

employees  not  yet  receiving  benefits  $329,250,000 

Current  employees: 

Accumulated  employee  contributions 
including  allocated  investment 

earnings  127,753,000 

Employer-financed  vested  333,630,000 

Employer-financed  nonvested  82 , 303 , 000 

TOTAL  PENSION  BENEFIT  OBLIGATION    872,936,000 

Net  assets  available  for  benefits,  at 

current  value  740,570,000 

UNFUNDED  PENSION  BENEFIT  OBLIGATION   SI  3 2 . 366 . OOP 
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NOTES  TO  FINANCIAL  STATEMENTS--Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  J--DEFINED  BENEFIT  PENSION  PLAN--Continued 

Contributions  Required  and  Contributions  Made:   The  pension  plan 
contribution  requirement  was  not  actuarially  determined.   The  funding 
policy  for  the  Employees'  Retirement  Plan  was  established  by  the  terms 
of  the  employees'  collective  bargaining  agreement.   The  CTA  was 
required  to  contribute  a  stated  percentage  of  covered  payroll  as 
follows : 

Contribution 
Period  Percentage 

December  1,  1988  through  December  31,  1988  7.5% 

December  1,  1987  through  December  1,  1988  6.5 

Prior  to  December  1,  1987  6.0 

Participants  in  the  Plan  with  service  greater  than  one  year  were 
required  to  contribute  a  stated  percentage  of  their  compensation  as 
follows: 

Contribution 
Period  Percentage 

December  1,  1988  through  December  31,  1988  3. OS 

December  1,  1987  through  December  1,  1988  1.5 

Prior  to  December  1,  1987  1.0 

The  CTA's  contribution  to  the  plan  for  fiscal  1988  was  $25,787,591  (7.1% 
of  current  covered  payroll);  CTA  employees  contributed  $5,559,277  (1.5% 
of  current  covered  payroll). 

As  determined  by  actuarial  computations  performed  for  1988  and  1987, 
the  contributions  based  on  the  above  percentages  are  not  adequate  to 
amortize  each  component  of  the  current  unfunded  past  service  liability 
over  a  30-year  period.   The  accumulated  shortfall  from  the  contribution 
deficiency  including  interest,  for  the  two-year  period  as  computed  by 
the  actuary,  totaled  $30,424,000  as  of  January  1,  1983. 
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NOTES  TO  FINANCIAL  STATEMENTS--Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  J--DEFINED  BENEFIT  PENSION  PLAN--Continued 

Trend  Information;   Trend  inforination  gives  an  indication  of  the  prog- 
ress made  in  accumulating  sufficient  assets  to  pay  benefits  when  due. 
Trend  information  for  the  Employees'  Retirement  Plan  may  be  found  in 
the  Plan's  annual  report.   This  information  consists  of: 

Net  assets  available  for  benefits,  expressed  as  percentages 
of  the  pension  benefit  obligation  applicable  to  the  entity's 
employees.   Analysis  of  this  percentage  over  time  indicates 
whether  the  retirement  system  is  becoming  financially 
stronger  or  weaker. 

Unfunded  pension  benefit  obligation,  expressed  as  percentages- 
of  annual  covered  payroll.   Showing  unfunded  pension  benefit 
obligation  as  a  percentage  of  annual  covered  payroll  approxi- 
mately adjusts  for  the  effects  of  inflation  for  analysis 
purposes . 

Employer  contributions  expressed  as  percentages  of  annual 
covered  payroll.   For  the  Employees'  Retirement  Plan,  these 
contributions  were  not  made  in  accordance  with  actuarially 
determined  requirements. 

The  following  table  presents  the  information  discussed  in  the  preceding 
paragraph: 

1988   1987    1986 


Net  assets  available  for  benefits 

(at  current  value)  expressed  as  a 

percentage  of  the  pension  benefit 

obligation  (percentage  funded)  85  %        95%   * 

Unfunded  pension  benefit  obligation 

expressed  as  a  percentage  of  annual 

covered  payroll  37      12     * 

Employer  contributions  expressed  as 

a  percentage  of  annual  covered  payroll     7.1     6     3.4% 

♦Information  not  available  for  periods  prior  to  adoption  of 
Governmental  Accounting  Standards  Board  Statement  No.  5,  "Dis- 
closure of  Pension  Information  by  Public  Employee  Retirement 
Systems  and  State  and  Local  Governmental  Employers." 
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NOTES  TO  FINANCIAL  STATEMENTS--Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  K--CONTRIBUTED  CAPITAL 

Donated  assets  or  grants  for  the  acquisition  of  capital  assets  are 
recorded  as  contributions  of  capital.   Depreciation  recognized  on  assets 
donated  or  acquired  through  capital  grants  has  been  applied  to  the 
appropriate  contributed  capital  account. 

Changes  in  contributed  capital  are  as  follows: 

Contributed  Capital 


Federal       State        Other         Total 


Balance  at 

December  27,  1986         $662,958,743  $167,844,086  $175,140,150  $1,005,942,979 
Transfer  of  provision 

for  depreciation  of 

transportation  property 

and  equipment  acquired 

from  grants  (35,814,999)   (8,634,688)   (1,580,204)    (47,029,391) 

Contributions  for 

transportation  property 

and  equipment  additions 

and  improvements  51,216,059    12,420,615    7,011,208     70,647,382 

Balance  at 

December  26,  1987  677,359,803   171,630,013   180,571,154   1,029,560,970 

Transfer  of  provision 

for  depreciation  of 

transportation  property 

and  equipment  acquired 

from  grants  (41,245,317)   (9,562,373)   (1,935,682)    (52,743,372) 

Contributions  for 

transportation  property 

and  equipment  additions 

and  improvements  27,122,828     4,101,687     4,657,558      35,882,073 

Balance  at 

December  31,  1988  $663.237.314  £166.159.327  S183. 293.030  $1.012.699.671 
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NOTES  TO  FINANCIAL  STATEMENTS--Continued 
CHICAGO  TRANSIT  AUTHORITY 


NOTE  L--ACCUMULATED  DEFICIT 

The  accximulated  deficit  primarily  represents  operating  costs  not 
eligible  for  reimbursement  under  the  RTA  agreement,  principally  con- 
sisting of  accrued  pension  costs  in  excess  of  pension  contributions  and 
depreciation  expense  on  CTA  funded  assets.   It  is  anticipated  that  the 
accumulated  deficit  will  be  reduced  in  future  years  as  funding  of 
pension  liabilities  exceeds  the  amount  of  pension  expense  provided. 

The  1987  financial  statements  have  been  restated  to  properly  record  the 
estimate  of  the  liability  for  claims  and  lawsuits.   The  effect  of  this 
restatement  was  to  increase  both  the  injury  and  damage  reserve  and  the 
accumulated  deficit  as  of  December  27,  1986  by  $7,000,000.   Such  adjust- 
ment did  not  affect  results  of  operations  for  1987  and  1988. 


NOTE  M--SALE  OF  TAX  BENEFITS 

From  1982  through  1987,  the  CTA  entered  into  agreements  with  outside 
entities  to  sell  and  lease  back,  for  tax  purposes,  a  percentage 
interest  in  645  rail  cars  and  726  buses.   The  transactions  represent 
the  sale  of  future  tax  benefits  relating  to  depreciation  of  revenue 
vehicles  under  the  guidelines  of  section  168(f)(8)  of  the  Internal 
Revenue  Code. 

Under  the  terms  of  the  agreements,  should  any  revenue  vehicle  identi- 
fied in  the  contract  be  retired  from  service  prior  to  the  end  of  the 
lease  period,  a  portion  of  the  proceeds  would  be  required  to  be 
refunded  to  the  buyer. 


NOTE  N--CONTINGENCIES 

The  CTA  is  party  to  numerous  legal  proceedings  arising  in  the  normal 
course  of  operations.   Resolution  of  all  legal  proceedings  is  not,  in 
the  opinion  of  management,  likely  to  have  a  material  adverse  impact  on 
the  CTA ' s  financial  position. 
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SUPPLEMENTARY  INFORMATION 


SCHEDULE  OF  REVENUES  AND  EXPENSES 
BUDGET  AND  ACTUAL --BUDGETARY  BASIS 


CHICAGO  TRANSIT  AUTHORITY 

Fiscal  Year  Ended  December  31,  19E 


OPERATING  EXPENSES 
Labor 

Materials  and  supplies 
Fuel  for  revenue  equipment 
Electric  power  for  revenue 

equipment 
Provision  for  injuries  and 

damages 
Maintenance  and  repairs, 

utilities,  rent,  and  other 


SYSTEM-GENERATED  REVENUES 
Fare  box  revenue 
Pass  revenue 


Advertising  and  concessions 
Interest  income 
Contributions  from  local 

govermtient  units 
Charter  service 
Other  revenue 

OPERATING  EXPENSES 

IN  EXCESS  OF 

SYSTEM-GENERATED  REVENUE 

PUBLIC  FUNDING  FROM  RTA 

NET  LOSS --BUDGETARY  BASIS 

RECONCILIATION  OF  BUDGETARY 
BASIS  TO  GAAP  BASIS 

Provision  for  depreciation    $  56,821,485 
Pension  expense  in  excess 

of  pension  contributions       9, 500,000 

NET  LOSS--GAAP  BASIS   S  66.321.485 

(System-generated  revenue  as 
a  percent  of  operating 
expenses)  52 . 37%        51. 63% 
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Percent 

Actual-- 

Variance 

Variance 

Budgetary 

Favorable 

Favorable 

Basis 

Budqet 

(Unfavorable) 
$(11,117,116) 

(Unfavorable) 

$487,760,898 

$476, 

,643, 

,779 

(2.3%) 

56,158,660 

55, 

.574, 

,947 

(583,712) 

(1.1) 

11,420,574 

14, 

.980, 

,828 

3,560,254 

23.8 

21,143,493 

26, 

.926, 

.871 

5,783,378 

21.5 

17,934,400 

17, 

.934, 

.400 

- 

- 

59,245,601 

61, 

.563, 

.099 

2,317,498 

3.8 

653,663,626 

653, 

,623, 

,924 

(39,698) 

- 

243,998,141 

236, 

,475, 

,129 

7,523,012 

3.2 

79,648,409 

82, 

,603, 

,871 

(2,955,462) 

(3.6) 

323,646,550 

319, 

,079, 

,000 

4,567,550 

1.4 

3,969,883 

3, 

,719, 

,000 

250,883 

(10.8) 

6,042,037 

4, 

,984, 

,000 

1,058,037 

21.2 

5,000,000 

5, 

,000, 

,000 

_ 

_ 

414,845 

300, 

,000 

114,845 

38.3 

3,282,246 

4, 

,407, 

,000 

(1,124,754) 

- 

342,355,561 

337, 

,489, 

,000 

4,866,561 

1.4 

311,308,065 

316, 

,134, 

,924 

4,826,863 

1.5 

311,308,065 

316, 

,134, 

,924 

(4,826,863) 

1.5 

£ 

_ 

S 
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NORTHEAST  ILLINOIS  REGIONAL  COMMUTER 

RAILROAD  CORPORATION 

(a  public  corporation) 

FINANCIAL  STATEMENTS 

AND  SUPPLEMENTAL  INFORMATION 

DECEMBER  31.  1988  AND  1987 


Chicago,  IL  60601 


Price  Jfaterhouse  ^P 

Feport  of  Independent  Accountants 

April  14,  1989 

To  The  Board  of  Directors  of 
Northeast  Illinois  Regional 
Commuter  Railroad  Corporation 


In  our  opinion,  the  accompanying  balance  sheets  and  the 
related  statements  of  revenues,  expenses  and  financial 
assistance,  fund  equity  and  of  cash  flows  present  fairly,  in 
all  material  respects,  the  financial  position  of  Northeast 
Illinois  Regional  Commuter  Railroad  Corporation,  a  public 
corporation  acting  under  the  service  name  of  METRA,  at 
December  31,  1988  and  1987,  and  the  results  of  its 
operations  and  its  cash  flows  for  the  years  then  ended,  in 
conformity  with  generally  accepted  accounting  principles. 
These  financial  statements  are  the  responsibility  of  METRA 's 
management;  our  responsibility  is  to  express  an  opinion  on 
these  financial  statements  based  on  our  audits.   We 
conducted  our  audits  of  these  statements  in  accordance  with 
generally  accepted  auditing  standards  (including  the 
standards  for  financial  audits  contained  in  the  U.S.  General 
Accounting  Office's  Standards  for  Audits  of  Governmental 
Organizations.  Programs.  Activities  and  Functions)  which 
require  that  we  plan  and  perform  the  audit  to  obtain 
reasonable  assurance  about  whether  the  financial  statements 
are  free  of  material  misstatement.   An  audit  includes 
examining,  on  a  test  basis,  evidence  supporting  the  amounts 
and  disclosures  in  the  financial  statements,  assessing  the 
accounting  principles  used  and  significant  estimates  made  by 
management,  and  evaluating  the  overall  financial  statement 
presentation.   We  believe  that  our  audits  provide  a 
reasonable  basis  for  the  opinion  expressed  above. 
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NORTHEAST  ILLINOIS  REGIONAL  COMMUTER  RAILROAD  CORPORATION 

STATEMENTS  OF  REVENUES,  EXPENSES 

AND  FINANCIAL  ASSISTANCE 

YEARS  ENDED  DECEMBER  31.  1988  AND  1987 

1988  1987* 

Operating  revenues: 

Passenger  $  60,312,688     $  57,918,059 

Other  15.763.542       11.211.234 

76.076.230  69. 129.293 
Operating  expenses: 

Transportation  48,402,229  44,667,058 

Fuel  8,016,255  8,501,594 

Maintenance  of  way  25,962,904  25,816,178 

Maintenance  of  equipment  33,748,982  32,432,153 

Administration  22.605.522  19.398 . 531 

138.735.892      130.815.514 
Net  loss  from  operations  before 

depreciation  (62,659,662)     (61,686,221) 

Purchase  of  service  agreement 
expense  (Note  4) : 
Deficit  funding  24,427,678       25,284,798 

In-kind  assistance  17.060.731      17.979.222 

41,488,409       43,264,020 
Net  loss  from  operations 

before  depreciation  and  after  purchase 

of  service  agreement  expense  (104,148,071)    (104,950,241) 

Depreciation  27.756.150      22.127.536 

Net  loss  before  financial  assistance     (131.904.221)    (127.077,777) 

Financial  assistance  (Note  2) : 

Federal  4,448,000       4,576,000 

Local  135.081.122      122.013.535 

Current  year  funding                 139,529,122     126,589,535 
Net  excess  (deficiency)  of  financial 
assistance  over  net  loss  7.624.901    (488. 242) 

Disposition  of  net  income  (loss) : 
Transfer  of  depreciation  to 

investment  in  capital  grant 

properties  (27,193,619)     (21,607,512) 

Transfer  of  depreciation  to 

investment  in  other  capital 

properties  and  inventories  (562,531)        (520,024) 

Transfer  of  net  income  before 

depreciation  and  after  financial 

assistance  to  fund  balance  35.381.051      21.639.294 

S   7.624.901     $    (488.242) 

♦Certain  amounts  have  been  reclassified  to  conform  with  current  year 
presentation. 

The  accompanying  notes  are  an  integral  part  of  these  statements. 
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NORTHEAST  ILLINOIS  REGIONAL  COMMUTER  RAILROAD  CORPORATION 

STATEMENTS  OF  CASH  FLOWS 
YEARS  ENDED  DECEMBER  31.  1988  AND  1987 

1988  1987 

Cash  flows  from  operating  activities: 
Net  loss  before  financial 

assistance  ($131,904,221)   ($127,077,777) 

Adjustments  to  reconcile  net  loss 
to  net  cash  used  by  operating 
activities: 
Depreciation  27,756,150       22,127,535 

Provision  for  claims  4,621,295        6,204,039 

Capital  improvements  685,150         467,860 

Settlement  of  claims  (5,303,899)      (2,010,704) 

Changes  in  assets  and  liabilities: 
Decrease  in  accounts  receivable- 
other  carriers  42,717       1,457,519 
Decrease  (increase)  in  accounts 

receivable  -  other,  net  2,328,359       (1,255,107) 

Increase  in  materials  and 

supplies  (786,144)       (1,338,031) 

(Increase)  decrease  in  prepaid 
expense  (73,577)         405,095 

(Decrease)  increase  in  accounts 

payable  (5,883,868)      10,452,852 

Increase  in  accrued  wages  and 
benefits  1,377,629        4,522,870 

(Decrease)  increase  in  financial 
assistance  payable  -  other 

carriers                           (2,824,671)         667,058 
Increase  in  deferred  revenues     94.440    854  ,  849 

Total  reconciling  adjustments     22 . 033 . 581      42  .  555  ,  836 

Net  cash  used  by 
operating  activities  (109,870,640)     (84,521,941) 

Cash  flows  from  capital  and  related 
financing  activities: 
Proceeds  from  long-term 

obligation  -  RTA  0       52,200,000 

Financial  assistance  -  operating       139,529,122     126,589,535 
Increase  in  accounts  receivable 

financial  assistance  -  RTA  (2,996,973)      (1,659,373) 

Financial  assistance  -  grant 

projects  58,835,971       83,183,494 

Increase  in  accounts  receivable  - 

grant  projects  (970,697)      (3,106,425) 

Capital  grant  additions  (68,533,985)    (163,411,516) 

Other  capital  improvements  (685. 150)      (1.202 . 641) 

Net  cash  provided  by  capital 
and  related  financing 
activities  125.178.288       92.593,074 

Net  increase  in  cash  and  temporary 

investments  15,307,648        8,071,133 

Cash  and  temporary  investments  at 

beginning  of  year  45.466.771       37.395.638 

Cash  and  temporary  investments  at 
end  of  year  $  60.774.419     $  45.466.771 

The  accompanying  notes  are  an  integral  part  of  these  statements. 
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WOBTMEAST  ULIMOIS  tECIOM*!.  CONMUTER  «AII»0*0  C0«PO«*T10M 


l«t«nce  It  Dccenber  31,  1986 
Net  deficiency  oi   financial 
attistince  ovtr  net  lost 
Contritxited  capital: 

Urban  Mast  Transportation 
A^inittration 
Illinois  Dcparticnt  of 
Transportation 
legional  Transportation 
Authority 
Northern  Indiana  Cormjter 

Transportation  Oittriet 
METRA  investment  in  capital 
grant  propertiet 
Current  year  depreciation 

en  capital  grant  propertiet 
Current  year  depreciation 
on  other  capital  propcrtiel 

■alancc  at  Dcctnter  31,  1987 

Net  excess  of  financial 
assistance  over  net  lett 
Contritxjted  capital  (net  of  currtnt 
year  retirementt): 
Urban  Mass  Trarvportation 
Aaninittration 
Illinois  Department  of 
Transportation 
Regional  Transportation 
Authority 
Northern  Indiarta  Conruter 

Transportation  District 
METRA  investment  in  capital 
grant  properties 
Current  year  depreciation 
on  capital  grant  propertiet 
Current  year  depreciation 
on  other  capital  properties 
Current  year  retiraments 

BalarKC  at  Decanter  31,  1988 


STATEMENT  Of 
YfARS  EN05D  DECEMBER 

FUND  EQUITY 
31.  1988  AND  1987 

Investment 

In  Capital 

Grant 

Properties 

Invettnent  in 

Other  Capital 

Proeertiet 

Find 
••lance 

Total 
Fund  Equity 

«379,475.172 

S2,782,604 

•47,700,120 
(488,242) 

•429,957,896 
(488,242) 

62,329,831 

62,329,831 

9,172,959 

9,172,959 

11.723.853 

467. S60 

12,191,713 

(43.  U9) 

(43,149) 

24.778,341 

734,780 

(25,513,141) 

(21,607,512) 

t520.024) 
83,465,220 

21.607,512 

5J0,024 
•43.826.273 

S46S, 829,515 

•513,121,008 

7.624.901 

7,624,901 

42,375,096 
10,144.929 
6,315,948 

7.980,239 
(27,193.619) 

28.774 

•505.480.882 


484,837 


(562,531) 

200.313 

•3.587.839 


(7,980,239) 
27.193,619 
562,531 

•71. 227. MS 


42,375,096 
10,1U,929 

6,800,785 


229.087 


>5ac.?95.806 


The  acconparrying  notet  are  an  Integral  part  of  thete  ttatementt. 


NORTHEAST  ILLINOIS  REGIONAL  COMMUTER  RAILROAD  CORPORATION 

NOTES  TO  FINANCIAL  STATEMENTS 

DECEMBER  31.  1988  AND  1987 

NOTE  1  -  BUSINESS  AND  OPERATIONS: 

As  provided  for  under  the  Regional  Transportation  Authority 
(RTA)  Act,  the  Northeast  Illinois  Regional  Commuter  Railroad 
Corporation,  a  public  corporation  acting  under  the  service  name 
of  METRA,  was  established  in  1980  to  serve  as  the  RTA's  commuter 
rail  division.   METRA  has  the  responsibility  for  policymaking 
with  respect  to  actual  day-to-day  operations,  capital  invest- 
ments, fare  levels,  and  service  and  facilities  planning  for  its 
operations.   The  RTA  is  responsible  for  establishing  policies 
regarding  the  allocation  of  public  transportation  funding  in  the 
Chicago  Metropolitan  area,  development  of  systemwide  plans  and 
service  standards  and  coordination  of  services  between  different 
modes  of  transportation.   In  addition,  the  RTA  establishes 
individual  farebox  recovery  ratios  (the  ratio  of  total  operating 
revenues  to  total  operating  expenses  excluding  depreciation)  for 
each  service  board  so  that  the  combined  regional  ratio  equals 
the  required  regional  farebox  recovery  ratio  of  50  percent  or 
more. 

METRA  is  directly  responsible  for  the  operation  and  management 
of  the  commuter  services  of  the  Rock  Island,  Milwaukee  Road  and 
beginning  in  May  1987,  the  former  Illinois  Central  Gulf  commuter 
rail  lines.   METRA  also  has  responsibility  for  administration  of 
all  commuter  rail  activities  in  the  Metropolitan  Chicago  area 
including  deficit  funding  and  capital  grant  application  and 
administration  activities.   Deficit  funding  operations  arise 
from  purchase  of  service  agreements  with  the  participating 
Chicago  commuter  rail  carriers  including:   Chicago  and 
Northwestern  Transportation  Company;  Burlington  Northern 
Railroad  Company,  Norfolk  Southern  Railway  Company;  and  Chicago, 
South  Shore  and  South  Bend  Railroad.   Under  these  agreements, 
METRA  funds  the  commuter  related  operating  deficits  (as  defined) 
of  these  carriers  in  addition  to  providing  for  certain  direct 
expenses  such  as  fuel,  electricity  and  insurance  coverage 
considered  "in  kind  assistance."  The  title  to  the  roadway  and 
structure  assets  of  these  carriers,  other  than  capital 
improvements  funded  by  Federal  and  State  grants,  is  vested  with 
the  carriers  and,  accordingly,  such  assets  are  not  reflected  in 
these  financial  statements. 

METRA  receives  revenues  directly  from  the  operation  of  the  Rock 
Island,  Milwaukee  Road  and  commencing  in  May  1987,  the  Metra 
Electric  and  Heritage  Corridor  lines,  (formerly  the  Illinois 
Central  Gulf  commuter  lines)  and  financial  operating  assistance 
from  the  RTA.   Financial  operating  assistance  is  provided 
statutorily  from  State  of  Illinois  taxing  authorities  and 
Federal  operating  assistance  grants  which  administratively  are 
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distributed  by  the  RTA  in  accordance  with  formulas  and 
allocation  agreements  provided  under  law  or  agreement.   Capital 
additions  are  generally  funded  by  a  combination  of  Federal, 
State  and  local  grants  and  increasingly  from  METRA's  fund 
balance. 

NOTE  2  -  SIGNIFICANT  ACCOUNTING  POLICIES; 

Statements  of  cash  flows 

The  company  adopted  the  provisions  of  Statement  of  Financial 
Accounting  Standards  No.  95,  "Statement  of  Cash  Flows," 
("FAS  95")  for  the  year  ended  December  31,  1988.   Prior  years 
which  had  presented  statements  of  changes  in  financial  position 
have  been  conformed  to  the  1988  presentation.   Cash  and 
equivalents  are  generally  comprised  of  highly  liquid  instruments 
with  maturities  of  three  months  or  less  such  as  certificates  of 
deposits,  commercial  paper,  government  securities,  time  deposits 
and  repurchase  agreements. 

Financial  operating  assistance 

Financial  operating  assistance  is  recognized  in  revenue  pursuant 
to  agreement  with  the  RTA  and  represents  METRA's  calculated 
share  of  State  of  Illinois  sales  tax  and  other  governmental 
operating  assistance  collected  by  the  RTA.   It  is  METRA's  policy 
that  Federal  operating  funds  received,  together  with  the 
matching  funds  arising  from  State  sales  tax  allocation,  be  first 
applied  to  the  cost  of  operating  commuter  rail  services  and 
support  costs. 

Capital  improvements  aggregating  $685,150  and  $467,860  in  1988 
and  1987,  respectively,  principally  for  furniture,  fixtures  and 
office  equipment  purchases  funded  through  RTA  financial 
assistance  are  included  in  the  caption  net  loss  from  operations 
before  depreciation  in  the  accompanying  Statements  of  Revenues, 
Expenses  and  Financial  Assistance. 

In-kind  assistance 

In-kind  assistance  includes  expenditures  made  on  behalf  of  the 
participating  commuter  rail  carriers  for  assistance  such  as 
fuel,  electricity  and  insurance  coverage  and  the  liability  for 
unsettled  personal  injury  claims  of  all  participating  commuter 
rail  carriers. 

Fund  ecruity 

Capital  asset  grants  received  for  property  additions  are 
recorded  as  direct  additions  to  fund  equity.   METRA  may  fund 
from  its  own  accumulated  resources  a  portion  of  a  capital  grant 
project  when  Federal  and  State  grants  are  not  sufficient  for  the 
total  cost  of  the  project.   In  such  cases,  the  fund  balance  is 
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reduced  and  investment  in  capital  grant  properties  increased  for 

the  amount  of  such  expenditures.   Other  contributed  capital 

represents  (i)  the  RTA's  initial  contribution  to  METRA  for 

inventory,  furniture,  fixtures  and  office  equipment,  and 

(ii)  certain  capital  improvements  funded  through  RTA  financial 

assistance. 

Passenger  revenue 

Passenger  revenue  is  recognized  when  tickets  sold  are  initially 
valid  for  transportation  service.   Tickets  sold  prior  to  the 
month  of  validity  are  recorded  as  deferred  revenues. 

Other  revenue 

Other  revenue  primarily  consists  of  interest  income,  and 
reimbursement  from  other  carriers  for  joint  facility 
arrangements  and  use  of  certain  METRA  owned  operating  property. 

Joint  facility  revenue  results  from  the  costs  of  operating  and 
maintaining  a  facility  that  is  used  by  other  non-commuter 
railroads.   METRA  is  reimbursed  for  use  of  the  facility  based  on 
agreements  with  the  users. 

Cash  and  temporary  investments 

Temporary  investments  are  recorded  at  cost  which  approximates 
market.   Cash  received  by  METRA  is  initially  deposited  in 
accounts  maintained  in  FDIC  insured  banks  located  in  Illinois. 
Funds  may  be  invested  in   registered  time  deposits  and  other 
interest-bearing  accounts  in  FDIC  insured  banks  and  FSLIC 
insured  savings  and  loan  associations  located  in  the  State  of 
Illinois.   Funds  can  also  be  invested  in  U.S.  government 
obligations,  in  commercial  paper,  and,  in  collateralized 
repurchase  agreements  arranged  through  various  banks  and 
brokerage  firms. 

All  repurchase  agreements  are  required  to  be  fully 
collateralized  at  the  date  of  purchase  and  all  securities 
pledged  as  collateral  must  be  obligations  of  the  United  States 
government.   Beginning  in  August  1987,  obligations  pledged  to 
secure  repurchase  agreements  are  required  to  be  delivered  to  a 
bank  independent  of  the  institution  from  which  the  investment 
was  acquired.   A  written  custodial  agreement  with  the  bank 
holding  the  collateral  requires,  among  other  things,  that  the 
collateral  securities  be  held  in  a  separate  account  designated 
for  the  benefit  of  METRA. 

At  December  31,  1988  and  1987,  temporary  investments  were 
$65,487,000  and  $44,638,000,  respectively.   At  December  31,  1988 
investments  in  U.S.  government  obligations  were  $904,000. 
Securities  pledged  as  collateral  for  $3,000,000  and  $39,838,000 
at  December  31,  1988  and  1987  of  repurchase  agreements  and 
certificates  of  deposit  held  in  separate  accounts  by  the 
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custodial  banks  had  a  market  value  of  $3,331,000  and 
$40,227,000,  respectively. 

At  December  31,  1988,  uncollateralized  investments  consisted  of 
$35,855,000  of  commercial  paper  and  $22,928,000  of  certificate 
and  time  deposits  in  excess  of  FDIC  limitations.   At 
December  31,  1987,  uncollateralized  investments  in  excess  of 
FDIC  limitations  aggregated  $3,800,000. 

In  accordance  with  the  investment  policy  guidelines,  all 
repurchase  agreements  were  collateralized  at  December  31,  1988. 

Income  of  $3,633,000  and  $2,543,000  for  the  years  ended 
December  31,  1988  and  1987,  respectively,  earned  on  these  cash 
investments  is  included  in  other  operating  revenue. 

Materials  and  supplies 

Materials  and  supplies  are  stated  at  average  cost. 

Properties 

Property  additions  are  recorded  at  cost.   Expenditures  for 
leasehold  improvements  are  charged  to  expense.   Depreciation  is 
recorded  on  the  straight-line  basis  over  periods  ranging  from 
2-10  years  for  furniture,  machinery  and  equipment,  and  10-35 
years  for  rolling  stock,  roadway  and  structure  properties. 

NOTE  3  -  ACQUISITIONS; 

On  May  1,  1987,  METRA  acquired  certain  assets  of  the  commuter 
operations  of  Illinois  Central  Gulf  Railroad  Company  (ICG)  for 
$28,000,000  cash,  of  which  $10,000,000  was  provided  by  METRA 
from  its  own  accumulated  resources.   The  remaining  $18,000,000 
was  provided  through  grants  of  $13,650,000  from  the  Urban  Mass 
Transportation  Administration  (UMTA)  and  $4,350,000  from  the 
RTA.   The  assets  acquired  include  trackage,  right  of  way,  and 
fixed  facilities  of  the  former  ICG  commuter  operations.   METRA 
has  now  assumed  all  operating  responsibilities  of  the  former  ICG 
commuter  services.   To  enhance  comparability,  the  results  of 
operations  of  the  ICG  have  been  presented  as  if  the  acquisition 
had  occurred  at  the  beginning  of  1987. 

On  July  10,  1987,  METRA  effectively  acquired  certain  remaining 
commuter  assets  (roadways  and  structures)  of  the  Chicago, 
Milwaukee,  St.  Paul  and  Pacific  Railroad  (Milwaukee  Road)  for 
$67,900,000.   This  acquisition  was  funded  through  grants  from 
UMTA  and  RTA  aggregating  $11,800,000  and  $3,900,000, 
respectively,  and  a  non-interest  bearing  note  payable  to  the  RTA 
aggregating  $52,200,000.   The  RTA  note  is  payable  in  equal 
annual  installments  of  $6,790,000  beginning  December  31,  1988 
due  within  45  days  following  each  calendar  year-end.   Payments 
are  to  be  funded  by  the  savings,  as  defined  by  agreement, 
resulting  from  METRA 's  operation  of  the  former  ICG  commuter 
service.   Amounts  invested  and  designated  for  payment  under  the 
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agreement  as  of  December  31,  1988  aggregated  $6,790,000  and  were 
remitted  to  the  RTA  on  January  23,  1989. 

METRA  may  prepay  all  or  a  portion  of  the  note  and  must  apply  any 
future  funds  received  from  UMTA  relating  to  this  property  as  a 
prepayment. 

NOTE  4  -  PURCHASE  OF  SERVICE  AGREEMENTS  EXPENSE; 

Financial  operating  assistance  to  participating  commuter  rail 
carriers  consisted  of  deficit  funding  and  in-kind  assistance  as 
follows: 


Year  ended 
December  31.  1988; 

Carrier 

Chicago  and  Northwestern 
Burlington  Northern 
Norfolk  Southern 
Chicago  South  Shore  & 
South  Bend 


Year  ended 
December  31.  1987;* 

Chicago  and  Northwestern 
Burlington  Northern 
Norfolk  Southern 
Chicago  South  Shore  & 
South  Bend 


Deficit 
Funding 

$24,083,694 
386,511 
(280,273) 

237.746 


In-kind 
Assistance 


Total 


$  8,345,533   $32,429,227 


6,962,958 
1,160,672 

591.568 


7,349,469 
880,399 

829,314 


$24.427.678     $17.060.731   $41.488.409 


$21,362,998 
1,694,530 
1,346,995 

880.275 


9,294,318 

7,235,038 

957,206 

492.660 


$30,657,316 
8,929,568 
2,304,201 

1.372.935 


$25.284.798     $17.979.222   $43 .264 ,020 


Deficit  funding  for  the  Burlington  Northern  and  the  Chicago  and 
Northwestern  for  the  year  ended  December  31,  1988  was  reduced  by 
$910,000,  primarily  relating  to  audit  adjustments  applicable  to 
prior  years. 

*  To  enhance  comparability,  the  1987  results  of  ICG  prior  to  the 
acquisition  date  have  been  reclassified  from  purchase  of 
service  agreement  expense  to  the  appropriate  components  of 
operating  revenues  and  expense. 

NOTE  5  -  LEASES; 

Total  rent  expense  aggregated  $8,907,000  and  $9,796,000  for  the 
years  1988  and  1987,  respectively. 
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Future  rental  commitments  under  operating  leases  having  initial 
or  remaining  terms  in  excess  of  one  year,  are  as  follows: 

^^^^  $   8,011,466 

^^^0  8,017,133 

^^^^  8,022,914 

1992  7,278,422 

3;993  6,909,241 

Thereafter  165,519,734 

NOTE  6  -  EMPLOYFE  BENEFITS; 

All  METRA  employees  who  are  members  of  collective  bargaining 
units  are  subject  to  the  retirement  provisions  of  the  Railroad 
Retirement  Act.   The  RTA  sponsors  a  noncontributory  defined 
benefit  plan  which  includes  employees  of  METRA  who  are  not 
members  of  a  collective  bargaining  unit.   Under  the  provisions 
of  this  agreement,  METRA 's  share  of  pension  expense  for  1988  and 
1987  aggregated  $1,329,000  and  $1,130,000,  respectively 
Contributions  for  1988  and  1987  amounted  to  $1,584,000  and 
$875,000,  respectively,  as  determined  by  an  independent  actuary. 
As  of  January  1,  1988,  the  date  of  the  most  recent  actuarial 
report  available  for  the  entire  RTA  sponsored  plan,  the  present 
value  of  accumulated  plan  benefits  was  $10,568,000,  pension 
benefit  obligations,  as  defined,  totaled  $18,933,000  while  the 
fair  market  value  of  pension  fund  assets  approximated 
$17,3  8  6,000.   The  assumed  rate  of  return  on  investments  was  8.0 
percent  for  1988. 

METRA  offers  its  employees  a  deferred  compensation  plan  created 
in  accordance  with  Internal  Revenue  Code  Section  457.   The  plan 
available  to  all  METRA  employees,  permits  the  income  tax 
deferral  of  a  portion  of  compensation  until  future  years.   The 
amount  deferred  is  generally  not  available  to  employees  until 
termination,  retirement,  death  or  unforeseeable  emergency.   The 
plan  IS  administered  by  a  third  party  contractor  who  invests  the 
funds  collected  from  participants  in  various  fixed  income  and 
equity  funds  at  the  direction  of  the  individual  participants. 

All  amounts  of  deferred  compensation  under  the  Section  457  plan 
all  property  or  investments  purchased  with  such  amounts,  and  all 
earnings  on  such  investments  are  unrestricted  property  of  METRA 
The  participants'  rights  under  the  plan  are  equal  to  those  of 
general  creditors  of  METRA  in  an  amount  equal  to  the  fair  market 
value  of  each  participants'  deferred  account.   This  amount  has 
been  recorded  as  a  liability  in  the  accompanying  balance  sheet. 
The  current  value  of  plan  assets  at  December  31,  1988  and 
December  31,  1987  was  $4,644,000  and  $2,862,000,  respectively. 
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NOTE  7  -  FAREBOX  RECOVERY  RATIO  CARRYOVER; 

In  accordance  with  the  RTA  Act,  the  RTA  establishes  farebox 
recovery  ratios  (the  ratio  of  total  operating  revenues  to  total 
operating  expenses  excluding  depreciation)  for  the  operating 
subsidiaries  in  order  to  meet  a  systemwide  ratio  of  50  percent 
or  more.   Budgeted  farebox  recovery  ratios  for  METRA  were 
54.38  percent  and  53.82  percent  in  1988  and  1987,  respectively. 
METRA 's  actual  farebox  recovery  ratios  were  60.71  percent  in 
1988  and  58.73  percent  in  1987. 

Excess  farebox  recovery  is  generated  when  the  actual  farebox 
recovery  ratio  exceeds  the  budgeted  farebox  recovery  ratio.   As 
provided  for  under  the  RTA  Act,  an  operating  subsidiary  may 
carryover  and  utilize  the  operating  expense  savings  resulting 
from  this  excess  farebox  recovery  in  the  event  that  subsequent 
years'  actual  farebox  recovery  ratio  is  less  than  that  budgeted, 
METRA 's  cumulative  excess  farebox  recovery  available  for 
carryover  to  future  years  is  $49,540,000. 
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200  East  Randoipn  Drive  Teiepnone3l2  555  1500 

Chicago,  IL  60601 


Price  Waterhouse  ^P 

Report  of  Independent  Accountants 

April  14,  1989 

To  The  Board  of  Directors  of 
Northeast  Illinois  Regional 
Commuter  Railroad  Corporation 


Our  audit  was  made  for  the  purpose  of  forming  an  opinion  on 
the  basic  financial  statements,  taken  as  a  whole,  of  the 
Northeast  Ill'inois  Regional  Commuter  Railroad  Corporation,  e 
public  corporation  acting  under  the  service  name  of  METRA, 
for  the  years  ended  December  31,  1988  and  1987,  which  are 
covered  by  our  report  dated  April  14,  1989,  presented  on 
Page  1  herein.   The  accompanying  supplemental  information 
presented  on  pages  14  and  15  herein  is  presented  for 
purposes  of  additional  analysis  and  is  not  a  required  part 
of  the  basic  financial  statements  taken  as  a  whole. 
Accordingly,  we  do  not  express  an  opinion  on  the 
accompanying  supplemental  information.   However,  the 
supplemental  information  has  been  subjected  to  the  auditing 
procedures  applied  in  the  audit  of  the  basic  financial 
statements  and,  in  our  opinion,  is  fairly  stated  in  all 
material  respects  in  relation  to  the  basic  financial 
statements  taken  as  a  whole. 
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2100  Clearwater  Dnve 

Oak  Brook.  Illinois  60521-1927 

(312)  574-7800 

FAX  574-7818 


The  Board  of  Directors 

Pace 

Arlington  Heights,  Illinois 

We  have  examined  the  consolidated  balance  sheet  of  PACE,  THE  SUBURBAN  BUS  DIVISION 
OF  THE  REGIONAL  TRANSPORTATION  AUTHORITY  as  of  December  31,  1988,  and  the  related 
consolidated  statements  of  fund  balance  and  public  investment,  revenues  and 
expenses  and  changes  in  financial  position  for  the  year  then  ended.   These 
financial  statements  are  the  responsibility  of  Pace's  management.   Our 
responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our 
audit. 

We  conducted  our  audit  In  accordance  with  generally  accepted  auditing  standards. 
Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable 
assurance  about  whether  the  financial  statements  are  free  of  material  misstatement. 
An  audit  includes  examining,  on  a  test  basis,  evidence  supporting  the  amounts  and 
disclosures  in  the  financial  statements.   An  audit  also  Includes  assessing  the 
accounting  principles  used  and  significant  estimates  made  by  management,  as  well  as 
evaluating  the  overall  financial  statement  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 


In  our  opinion,  the  financial  statements  referred  to  above  present  fairly  the 
financial  position  of  PACE,  THE  SUBURBAN  BUS  DIVISION  OF  THE  REGIONAL 
TRANSPORTATION  AUTHORITY  as  of  December  31.  1988,  and  the  results  of  Its  operations 
and  the  changes  in  its  financial  position  for  the  year  then  ended,  in  conformity 
with  generally  accepted  accounting  principles. 


(J^f 


Oak  Brook,  Illinois 
April  25.  1989 


Oak  Brook    •    Springfield    •    Wheaton 
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PACE 

THE  SUBURBAN  BUS  DIVISION'  OF  THE  REGIONAL  TRANSPORTATION  AUTHORITY 

CONSOLIDATED  STATEMENT  OF  REVENUES  AND  EXPENSES 
For  the  Year  Ended  December  31,  1988 


Revenues : 

Retailers'  occupation  and  use  tax 

from  RTA  $40,684,969 

State  operating  assistance  from  RTA  6.132,031 

Federal  operating  assistance  from  RTA  2,442,000 

Pace-owned  service  revenue  9,123,190 

Farebox  revenue  from  contract  carriers  2,188,703 

Interest  on  Investments  1,132,319 

Miscellaneous  936.110 

Rail  accessibility  revenue  323.657 

Oak  Brook  demonstration  project  revenue  209,462 

State  mobility  limited  revenue  recognized  (Note  11)  375 , 748 

Gross  revenues  63,548 , 189 

Expenses: 

Contract  payments  to  private  carriers  7,133.337 
Financial  assistance  to  carriers: 

Public  contract  12.114.731 

Paratransit  2.190.775 

Pace-owned  service  expenses  20.605,312 
Centralized  operations: 

Allocated   "  5.580.412 

Unallocated  6.783,241 

Administrative  expenses  7,358,834 

Rail  accessibility  expenses  323.657 

Oak  Brook  demonstration  project  expenses  209.462 

State  mobility  limited  expense  (Note  11)  375, 748 

Total  expenses  before  depreciation  62 ,675 . 509 

Excess  of  revenues  over  expenses  before  depreciation  872,680 

Depreciation  expense  9 , 425 , 198 

Excess  (deficiency)  of  revenues  over  expenses  after 

depreciation  (S  8  .552 ,518) 


The  accompanying  notes  are  an  integral  part  of  these  financial  statements. 
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THE  SUBURBAN  BUS  DIVISION  OF  THE  REGIONAL  TRANSPORTATION  AUTHORITY 

CONSOLIDATED  STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
For  the  Year  Ended  December  31,  1988 


Deficiency  of  revenues  over  expenses  ($  8,552,518) 

Adjustments  to  reconcile  the  deficiency  of 
revenues  over  expenses  to  net  cash  provided 
by  operating  activities; 

Depreciation  9,425,198 

Decrease  in  accounts  receivable  1,641,800 

Increase  in  inventory  (     98,154) 

Decrease  in  financial  assistance  advances  to  carriers  303,482 

Decrease  in  prepaid  expenses  9,268 

Increase  in  assistance  payable  to  carriers  252,514 

Increase  in  accounts  payable  -  operating  2,019,137 

Increase  in  accounts  payable  -  grants  917,014 

Decrease  in  accrued  expenses  (    283,317) 
Increase  in  amounts  owed  to  the  Regional 

Transportation  Authority  130,479 

Increase  in  injury  and  damage  reserve  1,616,186 

Decrease  in  deferred  mobility  limited  revenue  (    375.748) 

Net  cash  provided  by  operations  7 , 005 . 341 

Cash  flows  from  investing  activities: 

Purchase  of  fixed  assets  (  25,611 , 124) 

Cash  flow  from  financing  activity: 

Principal  payments  made  on  the  capital  lease  obligation  (     29,319) 
Proceeds  from  UMTA,  IDOT  and  RTA  for  current  period 

property  and  equipment  additions  and  adjustments  22 ,900 . 088 

Net  cash  provided  by  financing  activities  22,870,769 

Net  increase  in  cash  and  cash  equivalents  4,264,986 

Cash  and  cash  equivalents  at  beginning  of  year  13, 264 ,030 

Cash  and  cash  equivalents  at  end  of  year  $17 ,529,016 


The  accompanying  notes  are  an  integral  part  of  these  financial  statements. 
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THE  SUBURBAN  BUS  DIVISION  OF  THE  REGIONAL  TRANSPORTATION  AUTHORITY 

NOTES  TO  FINANCIAL  STATEMENTS 

NOTE  1  -  AUTHORIZING  LEGISLATION  AND  NATURE  OF  OPERATIONS 

The  Regional  Transportation  Authority  Act,  as  amended  effective  November  9  1983. 
established  a  Suburban  Bus  Division  Board  empowered  to  operate  suburban  bus  service 
within  suburban  Cook  County  and  the  five  collar  counties  of  DuPage.  Kane,  Lake, 
McHenry  and  Will . 

The  Suburban  Bus  Division  Board  consists  of  twelve  directors,  all  of  which  are  the 
current  or  former  chief  executive  officers  of  municipalities  located  in  suburban 
Cook  County  and  the  five  collar  counties  of  DuPage.  Kane,  Lake,  McHenry  and  Will. 
Each  of  the  Directors  is  appointed  by  the  County  Board  in  which  his  or  her 
municipality  is  located.   The  Chairman  of  the  Board  was  elected  by  a  majority  of 
suburban  Cook  County  Board  members  and  Chairmen  of  the  collar  county  Boards. 

The  Suburban  Bus  Board  determines  the  level,  nature  and  kind  of  public 
transportation  services  that  should  be  provided  in  the  suburban  region. 
Independent  operations  of  the  Suburban  Bus  Division  (Pace)  commenced  July  1,  1984. 

Pace  operates  suburban  bus  services  in  Northeastern  Illinois  using  rolling  stock 
and  structures  and  equipment  purchased  through  capital  grants  funded  by  the  Urban 
Mass  Transportation  Authority  (UMTA).  the  Illinois  Department  of  Transportation 
(IDOT)  and  the  Regional  Transportation  Authority  (RTA). 

NOTE  2  -  SUM.MARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Pace  maintains  its  accounting  records  and  prepares  its  financial  statements  in 
conformity  with  generally  accepted  accounting  principles.   The  following  is  a 
summary  of  the  significant  accounting  policies: 

a)  Reporting  Entity  -  The  consolidated  financial  statements  include  the  accounts 
of  Pace's  four  wholly-owned  operating  divisions  which  were  acquired  during 
1984.   All  intercompany  transactions  have  been  eliminated  in  consolidation. 
The  individual  financial  statements  of  Pace  and  its  operating  divisions  are 
presented  in  the  accompanying  supplementary  information. 

b)  Public  Funding  -  Sales  tax  revenues  are  recognized  In  the  month  in  which  the 
transactions  giving  rise  to  them  occur.   These  taxes  are  collected  by  retailers 
and  remitted  to  the  state  of  Illinois.   Proceeds  are  generally  distributed  to 
the  RTA  by  the  State  in  the  second  month  following  collection  by  retailers,  who 
then  distributes  a  statutory  percentage  of  the  revenue  to  Pace.   Public  funding 
revenues  provided  to  Pace  under  Section  9  of  the  Federal  Urban  Mass 
Transportation  Act  are  recognized  by  Pace  in  the  fiscal  years  to  which  they 
apply.   Pace  is  also  entitled  to  a  portion  of  Public  Transportation  Fund 
revenues  from  the  State  of  Illinois.   The  amount  of  this  public  funding  is 
determined  in  the  budget  process  and  is  subject  to  an  annual  funding  cap  from 
the  RTA. 
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THE  SUBURBAN  BUS  DIVISION  OF  THE  REGIONAL  TRANSPORTATION  AL'THORITY 

NOTES  TO  FINANCIAL  STATEMENTS  (cont'd) 

NOTE  2  -  SL'MMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES   (cont'd) 

b)  Public  Funding  (cont'd)  -  Capital  improvements,  valued  at  $405,500  in  1988, 
principally  for  furniture,  remodelling,  and  office  equipment  purchases  funded 
through  public  funding  are  included  in  the  caption  total  expenses  before 
depreciation  in  the  accompanying  Statements  of  Revenues  and  Expenses. 

c)  Reimbursement  of  Transportation  Carriers  Deficits  -  Financial  assistance 
expense  is  recognized  as  reimbursable  deficits  are  incurred.   Agreements 
between  Pace  and  particular  transportation  carriers  define  reimbursable 
deficits.   Direct  assistance  amounts  to  transportation  agencies  are  provided 
and  controlled  through  operating  budgets  prepared  by  transportation  agencies 
and  submitted  to  Pace. 

d)  Contract  Payments  to  Private  Transportation  Carriers  -  Contract  Carriers 
expense  is  recognized  as  the  purchased  service  is  provided. 

e)  Vacation  Benefits  -  Vacation  benefits  have  been  accounted  for  in  conformity 
with  the  provisions  of  Governmental  Accounting  Standards  Board  (GASB) 
Statement  1.   Statement  1  provides  that  employee  vacation,  sick  and  other  leave 
benefits  that  vest  and  accumulate  must  be  recognized  as  expenses  and 
liabilities  in  the  year  in  which  the  benefits  are  earned  rather  than  in  the 
year  in  which  they  are  paid. 

f)  Inventories  -  Spare  Parts  -  Inventories  are  valued  at  the  lower  of  cost  or 
market  with  cost  determined  on  the  first-ln,  first-out  method.   The  inventories 
are  located  at  the  suburban  bus  system's  operating  divisions  and  public 
contract  transportation  agencies. 

g)  Fixed  Assets  and  Accumulated  Depreciation  -  Fixed  Assets  are  recorded  at  cost. 
Most  of  tne  assets  have  been  acquired  through  capital  grant  projects  funded  by 
UMTA,  IDOT  and  the  RTA.   Pace  leases  fixed  assets  to  transportation  agencies 
for  a  nominal  fee.   Lease  agreements  generally  require  transportation  agencies 
to  use  fixed  assets  only  for  public  transportation  and  to  maintain  them.   The 
asset  costs  include  indirect  costs  based  upon  a  rate  approved  by  UMTA. 

The  depreciation  expense  recorded  on  Pace's  statement  of  revenues  and  expenses 
represents  depreciation  on  assets  purchased  by  Pace  through  the  use  of 
operating  funds  and  capital  grant  funds.   Depreciation  is  computed  on  a 
straight-line  basis  using  estimated  useful  lives  ranging  from  1  to  30  years. 
Accumulated  depreciation  includes  depreciation  recorded  by  the  RTA  prior  to  the 
transfer  of  assets  to  Pace  on  December  31.  1984. 
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THE  SUBURBAN  BL'S  DIVISION"  OF  THE  REGIONAL  TRANSPORTATION  AUTHORITY 
NOTES  TO  FINANCIAL  STATEMENTS  (cont'd) 


NOTE  2  -  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES   (cont'd) 

h)   Capital  Projects  in  Progress  -  Capital  projects  in  progress  represents  ongoing 
capital  grant  projects  in  various  stages  of  completion.   (See  Note  5) 

i)   Public  Investment  -  Public  Investment  is  the  term  used  to  describe  Pace's 

equity  in  these  financial  statements.   The  public  investment  includes  amounts 
derived  from  contributed  capital  provided  to  Pace  in  the  form  of  capital  grant 
asset  acquisition,  rehabilitation  and  construction  of  public  transportation 
facilities  and  equipment,  under  Sections  3,  5,  and  9  of  the  Federal  Urban  Mass 
Transportation  Act,  which  generally  provides  funding  for  80%  of  each  project. 
The  Illinois  Department  of  Transportation  generally  contributes  20*  of  each 
project.   In  addition,  the  RTA  has  provided  funding  for  the  acquisition  of 
certain  capital  assets.   Pace  may  fund  from  its  own  accumulated  resources  a 
portion  of  a  capital  grant  project  when  federal,  state,  and  RTA  grants  are  not 
sufficient  for  the  total  cost  of  the  project.   In  such  cases,  the  fund  balance 
is  reduced  and  investment  in  capital  grant  properties  increased  for  the  amount 
of  such  expenditures.   In  1988,  Pace  transferred  $2,809,191  for  its  share  of 
capital  and  for  positive  budget  variance  grant  expenditures. 

j)   Centralized  Operations  -  Pace  incurs  costs  of  operations,  such  as  fuel, 

insurance,  maintenance,  etc.  which,  to  the  extent  that  they  may  be  specifically 
Identified,  are  allocated  to  funded  carriers  and  considered  additional 
assistance . 

k )   Investments  -  Repurchase  agreements  and  other  temporary  investments  are 
recorded  at  cost,  which  approximates  market  value. 

1)   Cash  and  Cash  Equivalents  -  Cash  equivalents  are  defined  as  liquid  investments 
that  are  readily  convertible  to  known  amounts  of  cash.   For  purposes  of  this 
statement  all  certificates  of  deposit  are  considered  highly  liquid. 
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THE  SUBURBAN  BUS  DIVISION  OF  THE  REGIONAL  TRANSPORTATION  AUTHORITY 

NOTES  TO  FINANCIAL  STATEMENTS  (cont'd) 

NOTE  3  -  CASH  AND  CASH  EQUIVALENTS 

Pace  is  permitted  by  Illinois  Statutes  to  invest  any  public  funds  in: 

(1)  Obligations  guaranteed  by  the  United  States  Treasury  or 

(2)  Interest  bearing  accounts  constituting  direct  obligations  of  any  bank  as 
defined  by  the  Illinois  Banking  Act  or 

(3)  Short  term  obligations  of  U.S.  Corporations  with  assets  exceeding 
$500,000,000  and  rated  within  the  3  highest  classifications  by  at  least  2 
standards  rating  services  which  mature  no  later  than  180  days  from  date  of 
purchase  and  do  not  exceed  10%  of  outstanding  obligations. 

(4)  Money  market  mutual  funds  registered  under  the  Investment  Company  Act  of 
1940  provided  the  portfolio  is  limited  to  obligations  described  in  (1). 

Pace  may  not  purchase  or  invest  in  investments  which  constitute  repurchase 
agreements  unless  the  following  requirements  are  met: 

(1)  The  securities  are  purchased  through  banks  or  trust  companies  that  do 
business  in  the  state  of  Illinois,  unless  registered  or  inscribed  in  the 
name  of  the  public  agency. 

(2)  The  security  interest  must  be  perfected.   In  order  to  perfect  this 
security  interest  the  secured  party,  or  its  custodian  or  agent,  must  take 
delivery,  possession  of,  and  maintain  the  securities. 

(3)  Agreements  shall  be  for  periods  of  30  days  or  less. 

(4)  Pace  enters  into  a  written  master  repurchase  agreement  or  contract  which 
outlines  the  basic  responsibilities  and  liabilities  of  the  buyer,  the 
seller  and  the  custodial  bank. 

In  conformity  with  the  above  statutes.  Pace's  cash,  and  cash  equivalents  at 
December  31,  1988  consist  of  the  following: 

Demand  deposit/checking  accounts  ($   701,238) 

Certificates  of  deposit  -  FDIC  insured  1,700,000 

Certificates  of  deposit  -  uninsured  and  collateralized 

by  securities  held  by  its  agent  in  a  trust 

account  for  Pace  10,212.375 

Repurchase  agreement  -  uninsured  and  collateralized 

by  securities  held  by  its  agent  in  a  trust 

account  for  Pace  1.890.000 

Commercial  paper  -  uninsured  and  collateralized  by 

securities  held  by  its  agent  in  a  trust  account  for  Pace         4 .427,879 

Total  $17,529,016 
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THE  SUBURBAN  BUS  DIVISION  OF  THE  REGIONAL  TRANSPORTATION  AUTHORITY 

NOTES  TO  FINANCIAL  STATEMENTS  (cont'd) 


NOTE  3  -  CASH  AND  CASH  EQUIVALENTS  (cont'd) 

Deposits : 

Pace's  deposits  are  categorized  to  give  an  indication  of  the  level  of  risk  assumed 
by  the  entity.   Category  1  includes  deposits  covered  by  federal  depository 
insurance,  or  by  collateral  held  by  Pace  or  its  agent  in  Pace's  name.   Category  2 
includes  deposits  covered  by  collateral  held  by  the  pledging  financial 
institution's  trust  department,  or  by  Its  agent,  in  Pace's  name.   Category  3 
includes  deposits  covered  by  collateral  held  by  the  pledging  financial  institution, 
or  its  trust  department,  or  its  agent  but  not  in  Pace's  name,  and  deposits  which 
are  uninsured  and  uncollateralized .   As  of  December  31,  1988  all  deposits  are 
Category  1 . 

Investments  : 

Pace's  investments  are  categorized  to  give  an  Indication  of  the  level  of  risk 
assumed  by  the  entity.   Category  1  includes  investments  that  are  insured  or 
registered  or  for  which  the  securities  are  held  by  Pace  or  its  agent  in  Pace's 
name.   Category  2  includes  uninsured  and  unregistered  investments  for  which  the 
securities  are  held  by  the  broker's  or  dealer's  trust  department  or  agent  in  Pace's 
name.   Category  3  includes  uninsured  and  unregistered  investments  for  which  the 
securities  are  held  by  the  broker  or  dealer,  or  by  its  trust  department  or  agent 
but  not  in  Pace's  name  and  uninsured,  unregistered  and  uncollateralized 
investments.   As  of  December  31,  1988  all  investments  are  category  1. 
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THE  SUBURBAN  BUS  DIVISION  OF  THE  REGIONAL  TRANSPORTATION  AUTHORITY 

NOTES  TO  FINANCIAL  STATEMENTS  (cont'd) 

NOTE  4  -  RELATIONSHIP  WITH  REGIONAL  TRANSPORTATION  AUTHORITY 

Transactions  with  the  RTA  Include  receipt  of  Pace's  portion  of  sales  tax  revenues 
and  state  operating  and  federal  operating  assistance  grants.   In  addition,  the  RTA 
bills  Pace  for  health  insurance  benefits.   Pace  also  receives  reimbursements  fr^ 
the  RTA  for  amounts  expended  by  Pace  on  behalf  of  the  RTA. 


from 


Amounts  due  from  RTA: 

Sales  tax  $8,073,339 
Oak  Brook  reimbursement  194.658 

Operating  and  capital  grants  743,977 

Total  due  from  RTA  $9.0n,974_ 

Amounts  due  to  RTA: 

Advice  of  charge  for  operating  $      777 

Mobility  limited  payment  187,149 

1988  funding  advances  611 ,969 

Total  due  to  RTA  $  799,895 
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THE  SUBURBAN  BUS  DIVISION  OF  THE  REGIONAL  TRANSPORTATION  AUTHORITY 
NOTES  TO  FINANCIAL  STATEMENTS  ( cont ' d ) 


Costs 

Incurred   Estimated  Cost 
NOTE  5  -  CAPITAL  PROJECTS  IN  PROGRESS  to  Date     to  Complete 

Elgin         Construction  of  a  new  bus  garage 

is  near  completion.  $4,059,394    $   556.120 

Aurora        Real  estate  appraisals  are  being 

completed.  2.555 

Evanston       The  land  has  been  purchased.  2,684.409 

Litigation  is  pending  concerning 
a  special  use  permit  with  the 
City  of  Evanston. 

Bus 
Turnarounds   Real  estate  appraisals  are  being 

completed  in  Harvey.  2,100 

Construction  is  underway  in 
Chicago  Heights.  17,580         7,623 

Pace 
Headquarters   Pace  Administration  Building 

rehabilitation  is  near  completion.     212,946       332,265 

Buffalo 
Grove        Land  acquisition  process  is  underway. 1 .200    z 


$6.980.184    $   896.008 
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THE  SUBURBAN  BUS  DIVISION'  OF  THE  REGIONAL  TRANSPORTATION  AUTHORITY 

NOTES  TO  FINANCIAL  STATEMENTS  (cont'd) 

NOTE  6  -  RETIREMENT  PLANS 


Defined  Benefit  Pension  Plan  -  RTA: 
a.   Plan  Description 


All  full-time  Pace  employees  who  are  not  covered  by  collective  bargaining 
agreements,  are  eligible  to  participate  in  a  noncontributory  single  employer 
defined  benefit  pension  plan,  whose  benefit  provisions  are  established  under  the 
authority  of  the  RTA.   Pace's  total  payroll  for  the  year  ended  December  31,  1988 
was  $18,480,000.  of  which  $6,845,735  in  payroll  earnings  were  reported  to  and 
covered  by  the  RTA  Plan. 

The  plan  provides  normal  and  early  retirement  and  disability  benefits  determined  as 
a  percentage  of  a  participant's  average  annual  compensation  in  the  three  completed 
plan  years  of  highest  compensation.   Benefits  fully  vest  upon  attaining  five  years 
of  service.   Prior  service  credits  are  provided  to  participants  employed  prior  to 
June  1,  1984  who  were  employed  on  a  full  time  basis  prior  to  their  employment  with 
Pace  by  another  governmental  entity  or  by  certain  providers  of  transportation 
services.   Normal  retirement  age  is  65  and  entitles  an  employee  to  100%  of  his 
vested  benefits.   An  employee  may  retire  after  age  55  and  receive  reduced  benefits. 

b.  Related  Party  Transactions 

There  were  no  securities  of  Pace  included  in  the  RTA's  Pension  Plan  assets. 

c.  Funding  Status  and  Progress 

The  amount  shown  below  as  the  "Pension  Benefit  Obligation"  is  a  standardized 
disclosure  measure  of  the  present  value  of  pension  benefits,  adjusted  for  the 
effects  of  projected  salary  increase  and  step-rate  benefits,  estimated  to  be 
payable  in  the  future  as  a  result  of  employee  service  to  date.   The  measure  is 
intended  to  help  users  assess  the  funding  status  of  the  RTA  pension  plan  on  a 
going-concern  basis,  assess  progress  made  In  accumulating  sufficient  assets  to  pay 
benefits  when  due.  and  make  comparisons  among  employers. 

The  pension  benefit  obligation  was  computed  as  part  of  an  actuarial  valuation 
performed  as  of  December  31.  1987  (date  of  most  recent  valuation).   Significant 
actuarial  assumptions  used  in  the  valuation  Include  (a)  a  rate  of  return  on  the 
investment  of  present  and  future  assets  of  eight  percent  per  annum  compounded 
annually,  and  (b)  projected  salary  increase  of  six  percent  per  annum  compounded 
annual ly . 

Total  unfunded  pension  benefit  obligation  applicable  to  the  RTA  pension  plan  was 
$2,426,992  at  December  31,  1987,  determined  as  follows: 
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NOTES  TO  FINANCIAL  STATEMENTS  (cont'd) 

NOTE  6  -  RETIREMENT  PLANS  (cont'd) 

Defined  Benefit  Pension  Plan  -  RTA: 

c.   Funding  Status  and  Progress  (cont'd) 

Pension  benefit  obligation: 

Retirees  and  beneficiaries  currently  receiving  benefits  $  1,680,467 

Terminated  employees  not  receiving  benefits  889,701 

Employer  -  financed  vested  7,667,967 

Employer  -  financed  nonvested  8 ,694 . 899 

Total  pension  benefit  obligation  18,933,034 

Net  assets  available  for  benefits  at  cost  (market  value  is 
$17,386,244)  16,506,042 

Unfunded  pension  benefit  obligation  S  2  ,426 . 992 


The  portion  of  the  unfunded  pension  benefit  obligation  which  applies  to  Pace 
employees  cannot  be  specifically  determined.   The  Pace  contribution  allocation  as 
determined  by  the  actuary  for  1988  was  28*  of  the  contribution  requirement  for  all 
employees  participating  in  the  plan. 

d.   Actuarially  Determined  Contribution  Requirements  and  Contribution  Made 

The  valuation  of  the  employer  normal  cost  has  been  performed  according  to  the 
projected  unit  credit  method  with  proration  by  service.   The  objective  under  this 
method  is  to  fund  a  prorated  portion  of  each  participant's  projected  benefit  based 
on  his  years  of  credited  service  at  the  assumed  retirement  and  termination  ages. 
The  unfunded  liability  is  amortized  over  an  open-ended  20  year  period.   The 
significant  actuarial  assumptions  used  to  compute  the  actuarially  determined 
contribution  requirement  are  the  same  as  those  used  to  compute  the  pension  benefit 
obligation  as  described  above.   The  contribution  requirement  for  the  year  ended 
December  31.  1988  consisted  of  (a)  $2,043,321  normal  cost  (8.4  percent  of  1988 
total  RTA  covered  payroll)  and  (b)  $252,717  amortization  of  the  unfunded  liability 
(1.0  percent  of  total  RTA  covered  payroll). 
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THE  SUBURBAN  BUS  DIVISION"  OF  THE  REGIONAL  TRANSPORTATION  AUTHORITY 
NOTES  TO  FINANCIAL  STATEMENTS  (cont'd) 

NOTE  6  -  RETIREMENT  PLANS  (cont'd) 

Pace  -  South  Division  Retirement  Plan 

Eligible  employees  of  the  South  division  are  covered  by  a  defined  contribution, 
401(k)  Plan.   Under  the  provisions  of  the  agreement  Pace  will  contribute  the 
required  amount  as  set  forth  under  the  collective  bargaining  agreement  for  union 
employees.   For  union  employees,  Pace  will  contribute  an  amount  equal  to  the 
required  amount  per  hour  as  provided  in  the  Agreement  or  such  other  amount  as  Pace 
determines.   In  addition  to  Pace  making  contributions,  the  employees  may  elect  to 
have  a  designated  amount  of  their  wages  reduced  and  contributed  to  the  Plan.   A 
participant  is  fully  vested  in  his  account  immediately.   During  the  year  ended 
December  31,  1988  Pace-South  contributed  $143,079,  which  represents  $.55  per  hour 
(up  to  2,080  hours  per  calender  year  for  ail  employees). 

Pace  -  West  Division  Retirement  Plan 

The  plan  is  a  defined  benefit  pension  plan  covering  substantially  all  union 
employees  of  the  West  Division.   Contributions  to  the  Plan  are  made  by  Pace  and  the 
employees,  and  is  based  on  a  percentage  of  employee  compensation.   As  of  December 
31,  1988  the  agreement  was  that  Pace-West's  contribution  would  equal  2%   of 
compensation.   In  addition,  eligible  employees  would  contribute  1*  of  their 
compensation.   Under  the  provisions  of  this  agreement  Pace-West's  share  of  pension 
expense  for  1988  was  $150,667.   As  of  December  31.  1987  (the  date  of  the  most 
recent  actuarial  valuation),  the  fair  market  value  of  net  assets  exceeded  the 
present  value  of  the  accumulated  benefits  by  approximately  $1,887,000.   The  assumed 
rates  of  return  used  in  determining  the  actuarial  present  values  for  accumulated 
plan  benefits  were  8*. 

Pace  -  North  Division  Retirement  Plan 

The  plan  is  a  defined  benefit  pension  plan  covering  substantially  all  union 
employees  of  the  North  Division.   Contributions  to  the  plan  are  made  by  Pace-North 
Division  and  are  based  on  a  percentage  of  employee  compensation.   For  the  year 
ended  December  31,  1988  Pace  contributed  3.5*  of  $11.50  per  hour  per  employee. 
Under  the  provisions  of  this  agreement,  Pace-North's  share  of  pension  expense  for 
1988  was  $35,966.   As  of  December  31,  1987  (the  date  of  the  most  recent  actuarial 
valuation),  the  present  value  of  accumulated  benefits  exceeded  the  fair  market 
value  of  net  assets  by  approximately  $92,000.   The  assumed  rates  of  return  used  in 
determining  the  actuarial  present  values  for  accumulated  plan  benefits  was  6%. 
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NOTES  TO  FINANCIAL  STATEMENTS  (cont'd) 


NOTE  6  -  RETIREMENT  PLANS  (cont'd) 

Pace  -  Southwest  Division  Retirement  Plan 

Eligible  union  employees  of  the  Southwest  division  are  covered  by  a  defined 
contribution,  money  purchase  plan.   Under  the  provisions  of  the  agreement  Pace  will 
contribute  the  required  amount  as  set  forth  under  the  collective  bargaining 
agreement  for  union  employees.   In  addition  to  Pace  making  contributions,  the 
employees  also  designate  an  amount  of  their  wages  to  be  contributed  to  the  Plan.   A 
participant  is  fully  vested  after  10  years  of  service.   For  the  year  ended  December 
31,  1988  Pace-Southwest ' s  expense  was  $43,516  which  represents  contributions  equal 
to  4%   of  the  participants  annual  salary,  to  a  maximum  of  $21,500.   In  addition,  the 
participants  contributed  2%   of  their  salary,  to  a  maximum  of  $21,500. 

Pace  -  Non-Union  401k  Plan 

Substantially  all  non-union  employees  are  covered  by  a  contributory  401(k)  plan. 
The  employees  may  elect  to  have  a  designated  amount  of  their  wages  reduced  and 
contributed  to  the  Plan.   A  participant  is  fully  vested  in  his  account  immediately. 

NOTE  7  -  RISK  MANAGEMENT 


It  is  the  policy  of  Pace  not  to  purchase  a  majority  of  its  commercial  insurance  for 
the  risks  of  losses  to  which  it  is  exposed.   Instead,  management  believes  it  is 
more  economical  to  manage  Its  risks  internally  and  set  aside  assets  for  claims 
settlement.   Pace  has  retained  unlimited  liability  for  general  and  automobile 
liability  and  workmens  compensation.   However,  Pace  participates  in  the  RTA  loss 
fund  financing  plan  which  allows  them  to  borrow  for  claims  greater  than  $250,000. 

Pace  also  has  assumed  the  risk  for  employee  health  and  welfare  coverage.   They 
participate  in  two  plans.   The  Stop  loss  coverage  is  as  followsr 

Specific  Aggregate 

Stop  Loss  Stop  Loss 

Union  employees  $  30,000  $850.000 


Non-union  employees  $  30,000  $232,000 
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NOTES  TO  FINANCIAL  STATEMENTS  (cont'd) 

NOTE  7  -  RISK  MANAGEMENT  (cont'd) 

Claims  liabilities  are  established  based  on  estimates  of  the  ultimate  cost  of 
claims  (including  future  claim  adjustment  expenses)  that  have  been  reported  but  not 
settled,  and  of  claims  that  have  been  incurred  but  not  reported.   General  and 
Workmans  Compensation  liabilities  for  incurred  losses  to  be  settled  by  fixed  or 
reasonably  determinable  payments  are  reported  at  their  present  value  using  an 
expected  future  investment  yield  assumption  of  7  percent  per  year.   The  ultimate 
amount  payable  for  this  coverage  is  approximately  $5,340,000  at  December  31,  1988, 
it  is  reported  at  a  present  value  of  $4,637,000. 

Health  and  welfare  liabilities  for  incurred  losses  to  be  settled  by  fixed  or 
reasonably  determinable  payments  are  calculated  using  an  average  of  the  prior 
twelve  months  expense.   The  amount  payable  for  this  coverage  is  approximately 
$217,000. 

Changes  in  the  balances  of  claims  liabilities  during  1988  were  as  follows: 

Current  Year 

Balance  at     Claims  and  Balance  at 

Beginning  of    Changes  in  Claims      End  of 

Year Estimates  Payments      Year 

$3,020,376     $4,403,888   $2,570,365   $4,853,899 


At  December  31,  1988  Pace  held  $3,601,170  in  investments  designated  for  payment  of 
these  claims. 

NOTE  8  -  COMMITMENTS  AND  CONTINGENCIES 

a)  Agreements  with  Pace's  paratransit  carriers  generally  provide  that  Pace  will 
reimburse  the  lesser  of  the  approved  budget,  $2.25  per  ride,  or  75*  of 
defined  operating  deficits  incurred  in  the  provision  of  specified  demand 
response  public  transportation  services. 

b)  Grant  agreements  with  Pace's  public  contract  carriers  provide  that  Pace 
reimburse  defined  operating  deficits,  limited  to  their  approved  budget 
level,  incurred  in  providing  public  transportation  services. 

c)  The  RTA.  UMTA  and  Pace  have  agreed  to  a  monetary  exchange  to  allow  for  the 
early  retirement  of  the  Grumman  bus  fleet.   Pace  and  RTA  remitted  $1,258,411 
to  UMTA  during  1988  for  the  first  48  buses  to  be  retired.   In  May,  1989. 
Pace  and  RTA  will  purchase  UMTA's  equity  for  112  Grumman  busses  to  be 
retired  in  1989.   The  exact  amount  for  the  equity  buyout  will  be  determined 
as  soon  as  exact  retirement  dates  are  known.   The  approximate  amount  of  the 
payout  to  UMTA  will  be  $1,720,000. 
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NOTE  8  -  COMMITMENTS  AND  CONTINGENCIES  (cont'd) 

d)   Pace  receives  significant  financial  assistance  from  federally  assisted 

programs,  principal  of  which  is  UMTA.   These  programs  are  subject  to  audit 
under  the  requirements  of  the  Single  Audit  Act  of  1984  for  which  a  separate 
report  is  issued.   Pace  anticipates  no  material  adverse  findings. 

NOTE  9  -  OPERATING  LEASE  OBLIGATION 


Pace  entered  into  an  agreement  to  lease  paratransit  buses.   Included  in  the 
agreement  is  a  fiscal  funding  clause  which  provides  that  the  lease  be  cancellable 
if  the  funding  authority  does  not  appropriate  the  funds  necessary  to  fufill  the 
lease  obligation.   As  of  December  31,  1988  the  likelihood  that  the  fiscal  funding 
clause  will  be  assessed  can  not  be  determined,  therefore  the  lease  is  classified  as 
operating. 

Minimum  rental  payments  under  the  lease  at  December  31,  1988  are  as  follows: 

1989  236,900 

1990  236,900 
199!  236,900 

1992  236,900 

1993  217,180 

NOTE  10  -  FUND  BALANCE 


While  Pace  operates  on  an  enterprise  fund  basis,  it  is  important  to  note  there  are 

several  obligaiions  against  this  balance.  These  obligations  are  not  meant  to 
designate  or  reserve  the  fund  balance,  but  are  for  future  consideration: 

December  31,  1988  Fund  Balance  $  15,266,945 

Less  Net  Commitments  (see  below)  7,040,894 

Uncommitted  Fund  Balance  $   8,226,051 

Obligations  against  Fund  Balance: 

Approved  Commitments 

Bulkhead  replacement  S  1,387,500 

Power  plants  160,000 

MIS  computer  project  162,000 

MIS  practices  manual  50,000 

Ventilation  project  210,000 
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NOTE  10  -  FUND  BALANCE  (cont'd) 

Obligations  against  Fund  Balance:  (cont'd) 

Approved 

Additional  bulkhead  replacements 
River  Road  Station  improvements  (606) 
Administration  building  modifications 
Lake  Cook  Road  overpass 
Transit  Information  system 
Bus  purchase 

1988  Unanticipated  cpaital 

1989  Unanticipated  capital 
Buffalo  Grove  Project 
Park  and  ride  study 
McHenry  County  garage  study 
DuPage  County  transfer  study 


Commitments 


1,300 

25 

550 

75 

330 

6,065 

250 

250 

630 

35 

20 

20 


,000 
,000 
.000 
,000 
,000 
,539 
,000 
,000 
,000 
,000 
,000 
,000 


11,520,039 
(    4,479,145) 
S   7,040.894 


Previously  recognized  expenditures 

Net  commitments 

NOTE  11  -  STATE  OF  ILLINOIS  MOBILITY  LIMITED  REVENUE 

In  1986  the  RTA  was  recipient  of  a  State  of  Illinois  grant  for  mobility  limited 
projects.   The  RTA  committed  $1,000,000  of  this  grant  to  Pace.   As  part  of  the 
settlement  of  December  31,  1986  funding  claims,  the  remaining  funds  of  this  grant 
were  advanced  to  Pace.   The  unexpended  portion  of  this  grant  as  of  December  31, 
1988  has  been  deferred  for  future  use. 


State  of  Illinois  Mobility  Limited  Grant 
Expenses  and  recognized  revenue: 

1986 

1987 

1988 


$1 ,000,000 

(  87,334) 
(  428,210) 
[    375,748) 


Remaining  grant  deferred  for  future  use 


$   108,708 


WolfACompany 
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Certified  Public  Accountants  2100  Clearwater  Dnve 

Oak  Brook.  Illinois  60521-1927 
(312)  574-7800 
FAX  574-7818 


INDEPENDENT  AUDITOR'S  REPORT  ON  ADDITIONAL  INFORMAT I  ON 


The  Board  of  Directors 

Pace 

Arlington  Heights,  Illinois 


Our  report  on  our  audit  of  the  basic  financial  statements  of  PACE,  THE  SUBURBAN  BUS 
DIVISION  OF  THE  REGIONAL  TRANSPORTATION  AUTHORITY  for  the  year  1988  appears  on  page 
1.   That  audit  was  made  for  the  purpose  of  forming  an  opinion  on  the  basic 
financial  statements  taken  as  a  whole.   The  following  supplemental  schedules  are 
presented  for  purposes  of  additional  analysis  and  are  not  a  required  part  of  the 
basic  financial  statements.   Such  information  has  been  subjected  to  the  auditing 
procedures  applied  in  the  audit  of  the  basic  financial  statements  and,  in  our 
opinion,  is  fairly  stated  in  all  material  respects  in  relation  to  the  basic 
financial  statements  taken  as  a  whole. 


/JoJ^  fUi4jU.u^ 


Oak  Brook,  Illinois 
April  25,  1989 


Oak  Brook    •    Spnngfield    •     Wheaton 
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STATEMENT  OF  REVENUES  AND  EXPENSES  -  PACE 
For  the  Year  Ended  December  31,  1988 


Revenues : 

Retailers'  occupation  and  use  tax 

from  RTA  $40,684,969 

State  operating  assistance  from  RTA  6,132,031 

Federal  operating  assistance  from  RTA  2,442,000 

Farebox  revenue  from  contract  carriers  2,188,703 

Interest  on  investments  1,132,319 

Miscellaneous  936,110 

Rail  accessibility  revenue  323,657 

Oak  Brook  demonstration  project  revenue  209,462 

State  mobility  limited  revenue  recognized  320 ,941 

Gross  revenue  54 ,370, 192 

Expenses : 

Operating  assistance  to  Pace-owned  services  11,482,122 

Contract  payments  to  private  carriers  7,133,337 
Financial  assistance  to  carriers: 

Public  contract  12,114,731 

Paratransit  2,190.775 
Centralized  operations: 

Allocated  5,580,412 

Unallocated  6,783,241 

Administrative  expenses  7,358,834 

Rail  accessibility  expenses  323,657 

Oak  Brook  demonstration  project  expenses  209,462 

State  mobility  limited  expenses  320,941 

Total  expenses  before  depreciation  53,497,512 

Excess  of  revenues  over  expenses 

before  depreciation  872,680 

Depreciation  expense  9,425, 198 

Excess  (deficiency)  of  revenues  over  expenses 
after  depreciation  -   ($  8,552,518) 
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THE  SUBURBAN-  BUS  DIVISION'  OF  THE  REGIONAL  TRANSPORTATION  AUTHORITY 
SCHEDULE  OF  FAREBOX  RECOVERY  RATIO 


For  the  Year  Ended  December  31.  1988 


Revenues : 

Operating  divisions 

Public  contract  carriers 

Private  contract  carriers 

Paratransit 

Oak  Brook  demonstration  project 

Miscellaneous 


$   9, 

123, 

,190 

6 

,567 

.903 

2, 

,007, 

,624 

3 

,059 

.211 

9, 

,278 

1,842,023 


Total  revenues 

Expenses : 

Pace  operating  divisions 

Public  contract  carriers 

Private  contract  carriers 

Paratransit 

Oak  Brook  demonstration  project 

Administrative  and  centralized  operation  expenses 


$22,609,229 


$20,605,312 

18,682,634 

5,700,053 

6,275,785 

164,201 

19,722,487 


Total  expenses 


$71 ,150,472 


Farebox  recovery  ratio 


0.3178 


Only  a  portion  of  the  revenues  and  expenses  of  the  Oak  Brook  demonstration  project 
are  includable  in  the  calculation  of  the  farebox  recovery  ratio.   The  following 
details  this  breakdown: 


Revenues : 
Farebox 

Local  operating  subsidy 
RTA  reimbursement 
UMTA  lease  reimbursement 


Not 
Includable   Includable 


$  5,743 
3,535 


194,658 
5,526 


Total 


S   5,743 

3.535 

194,658 

5,526 


9,278 


200,184 


209,462 


Expenses : 

Lease  expenses 

Purchased  transportaion 

Salaries  and  fringe  benefits 

Promotion 

Miscellaneous 


88,182 

4,905 

60,905 

10,209 


45,261 


45,261 
88,182 

4,905 
60,905 
10.209 


$164,201 


$  45,261 


$209.462 
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